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December 11, 1969 


IN REPLY REFER TO: 


Honorable George Romney 
Secretary, Housing & Urban Development 
Washington, D. C. 20414 


Dear Mr. Secretary: 


Submitted herewith is the annual report of the Government National 
Mortgage Association for the period July 1, 1968, through June 30, 
1969. This report, which is the initial annual report following 
the partitioning of the Federal National Mortgage Association and 
the Government National Mortgage Association, provides financial 
data on the condition and activity of the Special Assistance 
Functions, the Management and Liquidating Functions, and the 
Government Participation Sales Trusts. 


During the fiscal year reporting period, mortgage activity included 
purchases of principal at a net cost of $787,778,175 of which. 
$522,016,463 was paid to mortgage originators under the Special 
Assistance Functions and $265,761,712 was paid to FHA for purchase 
money mortgages applicable to sales under the FHA property disposi- 
tion program. At the end of the period, unpaid principal costing 
$4,423,052,654 was in the combined mortgage portfolio, and included 
$1,992,506,886 subject to the participation sales trusts. Net 
earnings applicable to the SAF and M&L declined from $12,986,243 
for fiscal year 1968 to a loss of $386,359 for fiscal year 1969. 
This was attributable to the financing of Section 221(d)(3) below 
market interest rate mortgages, for which interest expense on 
borrowed funds exceeded interest income by over $19 million. The 
operating loss was absorbed by retained earnings accumulated in 
prior years. No activity occurred under the program for guaranty 
of mortgage-backed securities 


Respectfully submitted, 


Jha a ) Oo ppoman 


Woodward Kingman 
President, GNMA 
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I(a) 
Government National Mortgage Association 
COMBINED BALANCE SHEET 


ASSETS June 30, 1969 


Mortgages and related receivables: 
FHA-insured and VA-guaranteed mortgages at cost: 
Insured by Federal Housing Administration $3,769,411,686 


Guaranteed by Veterans Administration 625,453,469 


4,394,865,155 


Less unpaid principal of mortgages subject to: 
Government Mortgage Liquidation Trust Sid sso 77h 
Federal Assets Liquidation Trust 623,214,822 


Federal Assets Financing Trust 553,934,944 


2,402,358,272 


Equity in the Government Mortgage Liquidation Trust 321,823,960 
Equity in the Federal Assets Liquidation Trust 29,108,704 


Equity in the Federal Assets Financing Trust (445,086) 


2,752,845,850 


Direct mortgage loans transferred from HUD: 
Unpaid principal $31,486,104 
Less allowance for losses 5,757,022 25,728,792 


DHC purchase money notes transferred from RFC: 
Unpaid principal 16,868,933 


Less unrealized equity 14,410,226 2,458,707 


2,781 ,033,349 


9,302,433 
5,089,102 


2,795,424,884 


Assets acquired through foreclosure and claims in process: 
Property held pending transfer to: 
Federal Housing Administration 4,489,272 
Veterans Administration 50,613 


Claims in process against: 
Federal Housing Administration 3,505,422 


Veterans Administration 482,615 


8,527,922 


Less allowance for losses 325,043 


8,202,879 


Property held for sale 26,069 


8,228,948 


Other assets: 
Cash on hand and on deposit with the U.S. Treasury? 4,931,984 
Deferred charges and miscellaneous 3,796,721 


Furniture and equipment, less accumulated depreciation 283,893 


9,012,598 


2,812,666,430 


LIABILITIES 


Liabilities: 
Accrued interest payable on notes to the U.S. Treasury 58,202,792 
Accounts payable and accrued liabilities 24,363,025 
Trust and deposit liabilities 73,519,955 
Deferred credits 26,817 
815712 


156,194,301 


Investment of the United States Government: 
Notes payable to the U.S. Treasury 2,426,984,000 


Retained earnings: 


Reserved for losses and contingencies 229,488,129 


2,656,472,129 


2,812,666,430 


Footnotes appear on opposite page. 


June 30, 1968 


$3,191,907,636 


645,029,343 


3,836,936,979 


870,831,134 
677,620,137 
455,379,144 


1,833,106,564 


305,751,708 
29,952,703 
(91,401) 


2,168,719,574 


33,124,705 


4,994,648 


2,206,838,927 


7,523,494 
5,410,639 


2,219,773,060 


4,769,434 
7,782 


4,325,444 
676,363 


9,779,023 
318,072 


9,460,951 
53,387 


9,514,338 


8,480,670 
4,487,367 
334,655 


"13,302,692 
2,242,590,090 


38,014,105 
21,512,234 
58,577,798 
48,789 
808,676 


118,961,602 


1,893,754,000 


229,874,488 


2,123,628,488 
2,242,590,090 











I(b) 


Goverr:ment National Mortgage Association 
COMBINED STATEMENT OF EARNINGS 


INCOME 


Interest 

Commitment and other fees 
Acquisition and service fees 
Purchase and marketing fees 
Purchase discounts realized 

Service fees 


EXPENSE 


Interest on notes to the United States Treasury 
Interest on notes—other 

Administrative? 

Fees for servicing mortgages 

Net losses on sales 

Provision for losses 


Earnings prior to income from GMLT, FALT and FAFT operations... 


Gain or (loss) on trust operations: 
Government Mortgage Liquidation Trust 
Federal Assets Liquidation Trust 
Federal Assets Financing Trust 
Amortization of deferred charges and credits on sale of assets—net: 
Government Mortgage Liquidation Trust participations 
Federal Assets Liquidation Trust participations 
Federal Assets Financing Trust participations 


Net earnings 


Fiscal Year Ended 


June 30, 1969 


$116,786,245 
5,282,605 


1,619,560 
2,637,918 
638 
315,671 


126,642,637 


109,296,225 


3,906,126 
7,660,192 


1,026,118 
177,704 


122,066,365 


4,576,272 


16,072,254 
(9,490,674) 
(10,706,203) 


(256,707) 
(324,172) 
(257,129) 


(386,359) 


June 30, 1968 


$ 82,342,804 
6,753,033 


4,078,826 
2,260,071 
28,100 
143,333 


95,606,167 


74,315,288 


3,647,571 
5,500,555 


712,786 
117,815 


84,294,015 


Lisl 2; 152 


12,993,764 
(8,304,921) 
(2,589,953) 


(273,250) 
(119,165) 
(32,384) 


12,986,243 


CUMULATIVE NET EARNINGS AND ANALYSIS OF DISPOSITION 


Cumulative net earnings—June 30, 1968 
Net loss for the twelve months ended June 30, 1969 


Dividends paid , 
Earnings paid to the United States Treasury 


Liability for accrued annual leave for employees tranferred from RFC 


Adjustments of reserves covering certificates of claim 
Retained earnings: 
Reserved for losses and contingencies 


$497,247,315 


(386,359) 
496,860,956 


164,401,297 
97,633,561 
418,926 
4,919,043 


229,488,129 
496,860,956 


Feb. 10, 1968 
through 
June 30, 1969 


$2,091 ,356,486 
64,882,427 
2,172,264 
20,997,585 
8,215,969 
2,135,680 
914,248 


2,190,674,659 


1,271,797,460 
150,378,207 
80,508,275 
194,690,268 
20,368,513 
10,302,104 
4,423,322 


1,732,468,149 


458,206,510 


68,138,886 
(14,202,573) 
(13,296,156) 


(1,184,762) 
(511,436) 
(289,513) 


496,860,956 





4includes expenses for the custody, control and administration of mortgages subject to GMLT, FALT and FAFT. 


FOOTNOTES TO COMBINED BALANCE SHEET 


4Excludes $592 interest at June 30, 1969 and June 30, 1968, 
on deposit with the U.S. Treasury for payment of matured 
interest on notes payable—other. 


Dincludes only that portion of such deposits held in the 
general funds of the Association. In addition, the 
Association is responsible for the payment by servicing 
institutions for taxes, insurance, etc., (out of funds received 
from mortgagors and held in escrow for that purpose) in the 
amount of $22,300,129 at June 30, 1969. All such funds 
are on deposit with commercial banks which are members 
of the Federal Deposit Insurance Corporation. 


Note: On June 30, 1969, the unpaid principal balance of 
FHA mortgages was $3,816,487,532 and VA, $625,999,009 
and on that date, under contracts previously executed, the 
Association was committed to purchase FHA-insured and 
VA-guaranteed mortgages aggregating $1,328,029,304 upon 
delivery of eligible mortgages. Included in the unpaid 
principal balances are $1,537,032,360 in FHA mortgages and 
$455,474,523 in VA mortgages which are subject to GMLT, 
FALT, and FAFT. This statement does not show the 
Association’s accountability under the four Trusteeships 
(GMLT, SBOT, FALT and FAFT). Such information and the 
Association’s contingent liability relative thereto appear in 
the last footnote of Exhibit III (a) and in Exhibits Vil(a), 
(b), (c) and (d). 





Government National Mortgage Association 
Special Assistance Functions 


ASSETS 


Mortgages and related receivables: 
FHA-insured and VA-guaranteed mortgages at cost: 


Insured by Federal Housing Administration .......... 
Guaranteed by Veterans Administration ............ 


Less unpaid principal of mortgages subject to: 


Government Mortgage Liquidation Trust ............ 
fFederalAssets ikigutdationanrUst: {oes ae eee. a ee 
federal Assets EimancinGulsust << so eletalslesclslerala! etalats se 


Equity in the Government Mortgage Liquidation Trust 


Equity in the Federal Assets Liquidation Trust ........ 
Equity in the Federal Assets Financing Trust .......... 
SS Otal » (0: se Rasen oasielcucipteilec sn sie osc iam ace oie kop oe Spits Ret shia 


Accrued interest receivable -- +--+ +++ eee eee eee ee eee 
Other receivables arising from mortgages ---+-+--+-+-+-+++-+s 


Assets aquired through foreclosure and claims in process: 
Property held pending transfer to: 


Federal: Housing/Administration . .:e%. eee eee « ee ee 
Veterans AGMINISEFAtiONn ier. m1. 1 <-cdehd se anien ier, sree sae is 


Claims in process against: 


Federal Housing Administlation mrs siaisccl= cietehete siete oie 
Veterans AGmMinstrationF So... < « wee wees cst al al ouebe bene ae 


Kessialiowance: fOmiIOSSOS: Acgendrs) cic: <: aasachaus sseauemaueeniet ata Cos) e 


Other assets: 


Cash on hand and on deposit with the U.S. Treasury ...... 


Deferred charges 


LIABILITIES 
Liabilities: 
Accrued interest payable on notes to the U.S. Treasury 


Accounts payable and accrued liabilities> ............. 
wrustiand deposit liabilities fe. n « 6 = = sa nies Mie aie so wee 
Deferred Credits@ = x, x aise etal y clece ale Sel> ss ahaa ena lene stat we 


Investment of the United States Government: 


Notes payable to the U.S. Treasury - +--+ esese2s2ceveee 


Retained earnings: 


Reserved for losses and contingencies --..-.....+.+.+.+.4.-. 


4See Exhibits VIl(a), (c) and (d). 


Dincludes current monthly collections on mortgages 
subject to GMLT, FALT and FAFT which were paid to 
the Trustee: $10,988,091 in July 1969 and $9,155,065 
in July 1968. 


BALANCE SHEET 


Wiwiat,wasiliels deietist tale: ite $2,116,000,523 


June 30, 1969 June 30, 1968 


$1,698,241,515 
393,965,735 


2,092,207,250 


412,716,636 
2,528,717,159 


ene, AOGES ap ene 686,010,223 731,374,737 
és wage RE Ait a wl aha ese 289,346,638 295,234,238 
ost a tehataus eiape tan ie 236,982,397 246,880,031 


818,718,244 
253,549,8994 


1,316,377,901 
267,024,7654 


A oh aS (963,237) (50,280)? 
Gots ee eee es ee (516,331) (1,036,896)4 
NS Pa Eee Pe 1,581,923,098 1,071,180,967 
ip Re, Ok OER. eee 4,021,011 3,068,134 
Seely Oras, chee 1,238,306 1,382,236 


1,587,182,415 1,075,631,337 


wikis pelceris Lonnie ieee 703,188 963,670 
ois is leita (eau n Ep tee 50,388 2,492 
die ‘scl phate chm Trae S 1,050,207 677,581 
bow Were te fe) eManohe Meher s 445,055 566,569 

2,248,838 2,210,312 
nhs aie alate ohare 90,811 62,838 

FRA SY 0 bf 2,147,474 
ts beat ae oa ae 2,793,733 55,079 
SNe al al Sten ln wedn 2,169,431 2,705,225 

4,963,164 2,760,304 


1,594 ,303,606 1,080,539,115 


Ne tec Pn RT 34,344,027 17,024,888 
eit eee 11,249,281 9,601,811 
co ee ae ae 44,761,636 32,900,622 
oe ae ee 25,274 41,783 

90,380,218 59,569,104 


1,398,924,000 905,784,000 


104,999,338 
1,503,923,388 
1,594,303,606 


115,186,011 
1,020,970,011 
1,080,539,115 





Note: On June 30, 1969, the unpaid principal of FHA 
mortgages was $2,119,261,797 and VA, $413,262,176. 
On that date, under under contracts previously executed, 
the Association was committed to purchase FHA-insured 
and VA-guaranteed mortgages aggregating 
$1,321,814,870 upon delivery of eligible mortgages and, 
in addition, had reserved funds of $786,431,000 for 
projects awaiting approval for FHA insurance. Included in 
the unpaid principal balances are $969,601,568 in FHA 
mortgages and $242,737,690 in VA mortgages which are 
subject to GMLT, FALT and FAFT. 























































I(b) 


Government National Mortgage Association 
Special Assistance Functions 
STATEMENT OF EARNINGS 


INCOME 


Interest 

Commitment and other fees 
Purchase and marketing fees 
Purchase discounts realized 
Services fees 


EXPENSE 


Interest on notes to the U.S. Treasury 
Administrative? 

Fees for servicing mortgages 

Net losses on sales 

Provision for losses 


Earnings prior to income from GMLT, FALT and FAFT operations 
Gain or (loss) on trust operations: 
Government Mortgage Liquidation Trust 
Federal Assets Liquidation Trust 
Federal Assets Financing Trust 
Amortization of deferred charges and credits on sale of assets—net: 
Government Mortgage Liquidation Trust participations 
Federal Assets Liquidation Trust participations 
Federal Assets Financing Trust participations 


Net earningsP 


Fiscal Year Ended 


June 30, 1969 


$ 48,867,098 
5,281,630 
1,619,560 

180,108 
(283) 
43,079 


59,99 15192 


62,228,901 
1,440,546 
2,478,976 


202,786 
2,014 


66,353,223 
(10,362,031) 


13,474,867 
(6,914,288) 
(5,865,887) 


(218,283) 
(175,657) 
(125,344) 


(10,186,623) 


June 30, 1968 


$ 25,330,886 
6,752,653 
4,078,826 

195,526 
19 
37,546 


36,395,556 


31,476,986 
1,391,244 
910,773 


160,128 
339 


33,939,470 


2,456,086 


10,317,139 
(5,509,080) 
(2,227,566) 


(233,642) 
(7,495) 
(10,616) 


4,784,826 


CUMULATIVE NET EARNINGS AND ANALYSIS OF DISPOSITION 


Cumulative net earnings—June 30, 1968 
Net loss for the twelve months ended June 30, 1969 


Earnings paid to the United States Treasury 
Retained earnings reserved for losses and contingencies 


4includes expenses for the custody, control and 
administration of mortgages subject to GMLT, FALT and 
PART: 


DNet operating loss for fiscal year ended June 30, 1969 is 
attributable to $19,652,000 excess interest cost of 
borrowed funds used to finance mortgages bearing lower 
than market interest rates. 


$117,819,572 
(10,186,623) 


107,632,949 


2,633,561 
104,999,388 


107,632,949 


Nov. 1, 1954 


through 


June 30, 1969 


$ 609,876,618 
43,661,069 
20,997,585 
2,719,154 
773,705 
239,595 


678,267,726 


532,978,233 
16,352,440 
37,531,809 
12,398,101 

6,857,994 
1,539,343 


607,657,920 


70,609,806 


57,525,108 
(11,089,703) 
(8,093,453) 


(994,928) 
(187,921) 
(135,960) 


107,632,949 








111 (a) 
Government National Mortgage Association 
Management and Liquidating Functions 
BALANCE SHEET 


ASSETS 


Mortgages and related receivables: 
FHA-insured and VA-guaranteed mortgages at cost: 
Insured by Federal Housing Administration 
Guaranteed by Veterans Administration 


June 30, 1969 June 30, 1968 


$1,653,411,163 
212,736,833 


1,866,147,996 


$1,493,666,121 
251,063,608 


1,744,729,729 


Less unpaid principal of mortgages subject to: 
Government Mortgage Liquidation Trust 
Federal Assets Liquidation Trust 
Federal Assets Financing Trust 


129,346,894 
333,868,184 
316,952,547 


1,085,980,371 
54,799,1952 
30,071,9414 
71,2454 


a7 0}922;7 52 


139,456,397 
382,385,899 
208,499,113 
1,014,388,320 
52,201,8099 
30,002,9834 
945,4954 


1,097,538,607 


Equity in the Government Mortgage Liquidation Trust 
Equity in the Federal Assets Liquidation Trust 
Equity in the Federal Assets Financing Trust 


Direct mortgage loans transferred from HUD: 
Unpaid principal 
Less allowance for losses 

DHC purchase money notes transferred from RFC: 
Unpaid principal 16,868,933 
Less unrealized equity 14,410,226 2,458,707 


Total nM Ms Pe ea i 9 ere | 
5,281,422 
3,850,796 


1,208,242,469 


$31,486,104 


5,757,312 25,728,792 33,124,705 


4,994,648 


1,135,657,960 
4,455,360 
4,028,403 


1,144,141,723 


Assets acquired through foreclosure and claims in process: 
Property held pending transfer to: 
Federal Housing Administration 3,786,084 3,805,764 
Veterans Administration 225 5,290 
Claims in process against: 
Federal Housing Administration 2,455,215 
Veterans Adminstration 37,560 


6,279,084 


3,647,863 
109,794 


7,568,711 
234,232 255,234 


6,044,852 y WES Wali fo / 
Property held on sale 26,069 53,387 


6,070,921 7,366,864 


Less allowance for losses 


Other assets: 
Cash on hand and on deposit with the U. S. TreasuryP 
Deferred charges and miscellaneous 
Furniture and equipment, less accumulated depreciation 


2,138,251 
1,627,290 
283,893 


4,049,434 
1,218,362,824 


8,425,591 
1,782,142 
334,655 


10,542,388 
1,162,050,975 
LIABILITIES 
Liabilities: 
Accrued interest payable on notes to the U.S. Treasury 
Accounts payable and accrued liabilities© 13,113,744 
Trust and deposit liabilities 28,758,319 25,677,176 


Employees’ accrued annual leave 61, 7¥2 808,676 
Deferred credits 1 bas 7,006 


65,814,083 59,392,498 


23,858,765 20,989,217 


11,910,423 


Investment of the United States Government: 
Notes payable to the U.S. Treasury 
Retained earnings: 

Reserved for losses and contingencies 


1,028,060,000 987,970,000 


124,488,741 114,688,477 


4See Exhibits Vil(a), (b) and (c). 


DExcludes $592 interest at June 30, 1969 and June 30, 
1968 On deposit with the U.S. Treasury for payment of 
matured interest on notes payable—other. 


Cincludes current montly collections on mortgages subject 
to GMLT, FALT, and FAFT which were paid to the 
Trustee: $11,248,192 in July 1969 and $10,274,936 in 
July 1968. 


Notes: On June 30, 1969 the unpaid principal balance of 
FHA mortgages was $1,697,225,735 and VA, 
$212,736,833. In addition, $6,214,434 was obligated for 
the purchase of mortgages in process of delivery by FHA. 
Included in the unpaid balances were $567,430,792 in 
FHA mortgages and $212,736,833 in VA mortgages 
subject to GMLT, FALT, and FAFT. 


1,152,548,741 


1,102,658,477 


1,218,362,824 


Under the trust instruments, the Trustee holds legal 
title to all of the assets in GMLT, SBOT, FALT and 
FAFT. In its corporate capacity, by virtue of a separate 
guaranty, the Association also has corporate contingent 
liability to certificate holders for the timely payment of 
all interest and principal of outstanding participation 
certificates. At June 30, 1969, the amount of such 
unmatured contingent liabilities was $1,430,000,000 for 
outstanding certificates plus $16,871,917 interest under 
GMLT, $140,000,000 for outstanding certificates plus 
$178,889 interest under SBOT, $2,780,000,000 for 
outstanding certificates plus $44,796,583 interest under 
FALT and $4,250,000,000 for outstanding certificates 
plus $90,010,979 interest under FAFT. On that date, the 
Trustor’s subordinated reversionary interest exceeded the 
Obligations of the Trust by $582,243,226 for GMLT, 
$211,948,029 for SBOT, $133,071,478 for FALT and 
$51,450,565 for FAFT. 





1,162,050,975 








IIN(b) 


Government National Mortgage Association 


Management and Liquidating Functions 
STATEMENT OF EARNINGS 


INCOME 


Interest 

Commitment and other fees 
Acquisition and service fees 
Purchase discounts realized 

Service fees 


EXPENSE 


Interest on notes to the U.S. Treasury 
Interest on notes—other 
Administrative? 

Fees for servicing mortgages 

Net losses on sales 

Provision for losses 


Earnings prior to income from GMLT, FAFT and FALT operations 
Gain or (loss) on trust operations: 
Government Mortgage Liquidation Trust 
Federal Assets Liquidation Trust 
Federal Assets Financing Trust 
Amortization of deferred charges and credits on sale of assets—net: 
Government Mortgage Liquidation Trust participations 
Federal Assets Liquidation Trust participations 
Federal Assets Financing Trust participations 


Net earnings 


Fiscal Year Ended 


June 30, 1969 


$ 67,919,147 
975 


2,457,810 
821 
21292 


70,651,445 


47,067,324 


2,465,580 
5,181,216 


823,332 
175,690 


55,713,142 


14,938,303 


2,597,387 
(2,576,386) 
(4,840,316) 


(38,424) 
(148,515) 
(131,785) 


9,800,264 


June 30, 1968 


$ 57,011,918 
380 


2,064,545 
27,981 
105,787 


59,210,611 


42,838,302 


2,256,327 
4,589,782 


552,658 
117,476 


50,354,545 


8,856,066 


2,676,625 
(2,795,841) 
(362,387) 


(39,608) 
(111,670) 
(21,768) 


8,201,417 


CUMULATIVE NET EARNINGS AND ANALYSIS OF DISPOSITION 


Cumulative net earnings—June 30, 1968 


Net earnings for the twelve months ended June 30, 1969 


Dividends paid 
Earnings paid to the United States Treasury 


Liability for accrued annual leave of employees transferred from RFC 


Adjustments of reserves covering certificates of claim 
Retained earnings reserved for losses and contingencies 


4includes expenses for the custody, control and administration of mortgages subject to GMLT, FALT and FAFT. 


377-267 O - 70 - 2 


$379,427,743 
9,800,264 


389,228,007 


164,401,297 
95,000,000 
418,926 
4,919,043 
124,488,741 


389,228,007 


Feb. 10, 1938 
through 
June 30, 1969 


$1,481 ,479,868 
21,221,358 
2,172,264 
5,496,815 
1,361,975 
674,653 


1,512,406,933 


738,819,227 
150,378,207 
64,155,835 
157,158,459 
7,970,412 
3,444,110 
2,883,979 


1,124,810,229 


387,596,704 


10,613,778 
(3,112,870) 
(5,202,703) 


(189,834) 
(323,515) 
(153,553) 


389,228,007 















IV 
Government National Mortgage Association 
STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
Fiscal Year 1969 










Special 
Assistance 
Functions 


Management and 
Liquidating 
Functions 


Combined 
































RECEIPTS FROM OPERATIONS (funds provided) 
Sales, repayments and other disposals of mortgages 
Proceeds from the sale of furniture and equipment 
Income: 
Interest 
Commitment, purchase and marketing and other fees 
Purchase discounts realized 
Other 
Borrowings: 
From the U.S. Treasury 
Sale of participation certificates—Federal Assets Financing Trust 


GROSS EXPENDITURES (funds applied) 
Purchase of FHA-insured and VA-guaranteed mortgages 
(net of discount) 
FHA-insured mortgages acquired from FHA for cash (net of discount) 
Purchase of furniture and equipment 
Expense: 
Interest on notes 
Fees for servicing mortgages 
Administrative 
Other 
Loss or (gain) on trust operations: 
Government Mortgage Liquidation Trust 
Federal Assets Liquidation Trust 
Federal Assets Financing Trust 


Amortization of deferred charges and credits on sale of assets—net: 
Government Mortgage Liquidation Trust participations 
Federal Assets Liquidation Trust participations 
Federal Assets Financing Trust participations 


Repayment of borrowings: 
To the U.S. Treasury 

Retirement at maturity—participation certificates of 
Government Mortgage Liquidation Trust participations 
Federal Assets Liquidation Trust participations 

Net changes in other assets and liabilities 


1,560,811,872 


$ 239,781,854 


16,831 


116,786,245 
6,902,803 
2,637,918 

306,221 


1,054,380,000 
140,000,000 


1,560,811,872 


522,016,463 
265,761,712 
36,038 


109,296,225 
7,660,192 
3,833,838 
1,196,691 


(16,072,254) 
9,490,674 
10,706,203 


256,707 
324,172 
257,129 


521,150,000 


49,471,545 
84,343,500 
(8,916,963) 


$ 85,506,554 


48,867,098 
6,900,907 
180,108 
43,079 


785,820,000 


927,317,746 


522,016,463 


62,228,901 
2,478,976 
1,440,546 

204,800 


(13,474,867) 
6,914,288 
5,865,887 


218,283 
175,657 
125,344 


292,680,000 


40,804,878 
5,647,500 
(8,910) 


927,317,746 


$ 154,275,300 


16,831 


67,919,147 
1,896 
2,457,810 
263,142 


268,560,000 
140,000,000 


633,494,126 


265,761,712 
36,038 


47,067,324 
5,181,216 
2,393,292 

991,891 


(2,597,387) 
2,576,386 
4,840,316 


38,424 
148,515 
131,785 


228,470,000 


8,666,667 
78,696,000 
(8,908,053) 


633,494,126 





Note: This statement does not show the Association’s activity as Trustee under the Government Mortgage Liquidation Trust, the 
Small Business Obligations Trust, the Federal Assets Liquidation Trust and the Federal Assets Financing Trust. This 


information appears in Exhibits VIl(a), VII(b), VII(c), and VII(d). 
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November 19, 1970 


IN REPLY REFER TO: 


Honorable George Romney 
Secretary, Housing & Urban Development 
Washington, D. C. 20414 


Dear Mr. secretary: 


The Annual Report of the Government National Mortgage Association for 
the period July 1, 1969, to June 30, 1970, is submitted herewith and 
includes as a supplement, GNMA Annual Financial and Statistical Ex- 
DLDLeS. 


It should be noted that the $16.9 million increase in net losses for 
Fiscal 1970 was due largely to the increase in GNMA costs in borrowing 
from the Treasury at 5.16 percent in 1970, versus 4.87 percent in 1969, 
The yield on GNMA's total portfolio averaged 4.73 percent in 1970 and 
4.92 percent in 1969, 


What the financial statistics do not reveal is that GNMA in its first 
full year in the role of the new GNMA as established by the 1968 
Housing Act, took a number of significant steps in anticipation of the 
needs of the Seventies. In addition to assuming FNMA's responsibility 
for the operation of the Special Assistance Function and the Manage- 
ment and Liquidating Function, GNMA developed and implemented a highly 
successful and well-received new function, the Mortgage Backed Security 
Program which provided new sources of mortgage funds to finance con- 
struction of housing. Also, in cooperation with the Federal National 
Mortgage Association, the Association assisted with the development 

and implementation of the Tandem Plans which provide favorable financ- 
ing for non-profit sponsors of Federally-assisted multi-family projects 
and assures a reasonable price for mortgages on Federally-assisted 
single-family units. 


These and other innovative procedures adopted by GNMA hold promise for 
the coming year as our opportunity for even greater service and re- 
sponsibility in providing the resources for the housing so vitally 


needed by our nation. 
Respectfully submitted, 
Woodward Kingman 
President, GNMA 





Highlights of GNMA Financial Activities 


June 30, 1970 


Special Assistance Functions 


Commitments: 
Moderate income housing (Below Market 
Interest Rate) 
Tandem Plan - Section 235 
Tandem Plan - Section 236 
Others 


$ 431,110,000 
33,086,000 
182,882,000 
22,099,000 


Mortgage Purchases: 
Moderate income housing (Below Market 
Interest Rate) 
Others 
Total Mortgage Purchases $ 


$ 657,183,000 
101,820,000 
759,003,000 


Repayments and other liquidations $ 92,557,000 


Portfolio end of year $3,198,970 ,000 


Management and Liquidating Functions 


58,359,000 
140,691,000 
1,875,985 ,000 


Mortgage purchases from FHA $ 
Repayments and other liquidations 
Portfolio end of year 
Participation sales certificates 
Retired 
Outstanding 


1 280,000,000 
7,320,000 ,000 


Mortgage backed Securities Program 
Guarantees issued 


Bond type 
Pass through type 


$ 400,000,000 
40,500,000 
Commitments pending - 157,427,000 


pass through 


A more detailed account of GNMA’s financial activities is contained 


Annual Financial and Statistical Exhibits, and is available upon request. 


June 30, 1969 


$ 


$ 


$ 


$ 


681,355,000 


54,655,000 


317,981,000 
204,035,000 
522,016,000 


85,687,000 


$2,532,524 ,000 


$ 


272,569 000 
156,753,000 


1 958,318,000 


630,000,000 


8 600,000,000 


in GNMA 

















































History and Purpose of the Government National Mortgage Association 


The Government National Mortgage Association, (GNMA), a corporation in the 
Department of Housing and Urban Development, originated with the creation of 
the National Mortgage Association of Washington, later renamed Federal National 
Mortgage Association or“Fannie Mae;’on February 10, 1938, under Title III of the 
National Housing Act. Effective November 1, 1954. It was rechartered by the 
Congress as a mixed ownership corporation. In September 1, 1968, a basic 
legislative change was made. Under a new budget accounting concept proposed for 
the next fiscal year, Fannie Mae’s expenditures for purchases of mortgages would 
have been carried as budget outlays even though the purchasing funds were 
obtained principally through borrowings from the public. Recognizing the adverse 
effect this would have had on FNMA’s response to home financing demands, 
Congress enacted legislation to partition Fannie Mae into two continuing corporate 
entities. 

One was a new Fannie Mae, a government-sponsored but privately-owned 
corporation whose primary function is to provide a secondary mortgage market at 
auction prices. The other was the new Government National Mortgage Association, 
GNMA or “Ginnie Mae?’ This corporation has now assumed responsibilities for the 
remaining two functions of the 1954-1968 Fannie Mae. 

Thus, Ginnie Mae operates in the following three areas, two of which are 
inherited from Fannie Mae and one of which is brand new: 


(1) the special assistance function, which provides special assistance in the purchase 
of mortgages as authorized by the President of the United States, or by the 
Congress to assist in financing home mortgages in instances where established 
home financing facilities are inadequate; and 


(2) the management and liquidating function to manage and liquidate federally 
owned mortgage portfolios; and 


(3) the mortgage backed security program, a new function which, under the 
authority contained in section 306(g) of the National Housing Act (12 U.S.C. 
1723a) enabled the Association to broaden its activities to include the 
guarantee of the timely payment of principal of and interest on, straight pass 
through and modified pass through securities and bond type securities which 
are based on and backed by a trust or pool composed of mortgages insured by 
the Federal Housing Administration or the Farmers’ Home Administration, or 
insured or guaranteed by the Veterans Administration. The Association’s 
guaramty of mortgage backed securities is backed by the full faith and credit of 

the United States. 
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Fiscal Year In Summary 


On July 7, 1969, Housing and Urban Development Secretary George Romney made 
the announcement of the appointment of Woodward Kingman, a former banker, as 
Deputy Assistant Secretary for Mortgage Credit of the U.S. Department of Housing 
and Urban Development, effective July 21, 1969. In his position Mr. Kingman is 
also the Deputy Commissioner of the Federal Housing Administration and 
President of the Government National Mortgage Association. 


Pass-Through Type Securities 


The start of the Fiscal Year found GNMA deeply committed to the development of 
new sources of mortgage funds to finance construction of housing. High priority 
was placed on the preparation of the regulations for the guaranty of mortgage- 
backed securities of the pass-through type, and on August 13, 1969, notice was 
given that the Government National Mortgage Association was considering the 
addition of a new Part 1665 to Title 24 of the Code of Federal Regulations. 
Interested persons were invited to submit written comments, suggestions, or 
objections to such regulations. Response to the invitation was immediate. Letters 
received were representative of the banking industry, mortgage bankers, home 
builders, trade organizations, Governors, Senators, and Members of Congress. In 
addition to this contact, officials of GNMA made addresses before pention funds 
and other groups to whom the new program should prove of interest and benefit. 
After consideration of all relevent material submitted, the proposed regulations 
were modified, and adopted with their appearance in the Federal Register on 
November 7, 1969. At that same time an invitation was extended to those 
interested in the program to apply for a mortgage-backed securities guide which had 
been developed to explain in detail, the procedure and mechanics of issuing such 
securities. Over 5,000 of these guides were distributed. 

On February 19, 1970, the first mortgage-backed securities of the 
pass-through type were officially issued. Associated Mortgage Companies, Inc., of 
Washington and New York, and its wholly-owned subsidiary, South Jersey 
Mortgage Company, Camden, N.J., sold $2 million of the new securities to three 
State of New Jersey pension funds as shown below. 





Bond-Type Securities 


Immediately following completion of the regulations for the mortgage-backed 
security of the pass-through type, efforts of the staff were devoted to preparing 
regulations for the guaranty of mortgage-backed securities of the bond-type. Notice 
of the regulations appeared in the Federal Register on March 27, 1970, and also 
included an invitation to submit written comments, suggestions, or objections. 
Response to this invitation was understandably light, and was confined primarily to 
the trade groups. Interest in the mortgage-backed security program was heightened 
with a meeting on April 30, 1970, of the managers of large pension funds and bank 
trust funds at Crystal City in Arlington, Virginia. Representatives of 25 State 
retirement funds, several large city funds, five unions and 23 banks were addressed 
by HUD Secretary George Romney, Treasury Secretary David M. Kennedy, and 
GNMA President Woodward Kingman. 
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On May 19, 1970, modifications to the regulations for both the 
pass-through type and the bond-type appeared in the Federal Register. On this same 
day, announcement was made of the sale of $400 million of mortgage-backed 
bonds at yields of 8 1/8 percent and 8 3/8 percent. The GNMA bonds were issued 
by the Federal National Mortgage Association against FHA and VA mortgages, 
pooled as collaterial for the issue. Closing ceremony is pictured below. 
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Tandem Plan 


An innovation in another of GNMA’s functions, the Special Assistance Function 
which provides financing assistance for low-income housing and other special 
categories of housing, was inaugurated this year. This program pairs GNMA and 
FNMA in tandem to make mortgage loans available to nonprofit sponsors of new 
construction of rental housing for low-income families under the new Section 236 
interest subsidy program and the older rent subsidy program. The purpose is to 
provide more favorable financing for the nonprofit sponsors by eliminating the 
discount “points” ordinarily involved in the placing of mortgages after completion 
of construction. 

Under the plan, Ginnie Mae will purchase or commit to purchase the 
eligible mortgages at par prices. Resales or recommitments will then be made at 
market prices to Fannie Mae or to private investors. In this way Ginnie Mae’s cash 
outlays of Special Assistance funds are used only for the differential between par 
and market rather than for the full amount of the mortgage. The Tandem Plan is 
now in operation for $650 million of Section 236 mortgages. 

A similar plan is also in operation with an additional $500 million made 
available for the purchase of mortgages under the Section 235 homeownership 
interest subsidy program, at a price of 96. 





Other Program Activity 


Commitments of assistance to disaster areas, primarily along the Mississippi coast 
following Hurricane Camille and in Lubbock and other Texas areas struck by 
tornadoes, ammounted to more than $1 million. In Guam, over $7 million was 
committed for housing. Below-market interest rate and Rent Supplement projects 
received commitments in excess of $432 million. Additional commitments to 
Special Assistance Functions brought the total to approximately $648 million. 





GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


Combined Balance Sheet 
ASSETS 


Mortgages at Cost 
Less: Mortgages Subject to 
Participation & Trusts 


Net 


Equities in Trusts 
Accrued Interest Receivable 
Other Receivables 
Assets Acquired Through Liquidation 
and Claims Against FHA & VA 
Cash & FHA Debentures 
Deferred Charges and Miscellaneous 
Furniture and Equipment 
Total Assets 


LIABILITIES 


Accrued Interest on Notes to 
U.S. Treasury 
Accounts Payable and Accrued Liabilities 
Trust and Deposit Liabilities 
Deferred Credits and Leave Liability 


Total Liabilities 
INVESTMENT OF U.S. GOVERNMENT 


Notes Payable to U.S. Treasury 
Retained Earnings 


Total Equity U.S. Government 


Total Liabilities and Investment 


June 30, 1970 
$5 008,158,813 


1,865 ,538,372 
$3 142,620,441 


$ 366,109,745 
12,845,870 
4,560,139 


8,565,996 
866,173 

2 829 252 
31,788 

$3,538 429 404 


84,114,725 
25,280,166 
84,062,993 
96,529 

$ 193,554,413 


$3,132,611,000 

212,263,991 
$3 344,874,991 
$3,538,429 ,404 


June 30, 1969 
$4 423 052,654 


1,992,506,883 
$2,430,545,771 


$ 350,487,578 
9,302,433 
5,089,102 


8,228,948 
4,931,984 
3,796,721 
283,893 
$2,812,666 ,430 


58,202,792 

24 363,025 
T3519 95) 
108,529 

$ 156,194,301 


$2,426,984 000 

229 488,129 
$2,656,472,129 
$2,812,666 ,430 








GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


Combined Statement of Earnings 


INCOME 
INCOME 


Interest 

Commitment and Other Loan Fees 
Discounts Realized 

Mortgage Backed Security Fees 
Other 


Total 
EXPENSE 


Interest on Notes to U.S. Treasury 
Fees for Servicing Mortgages 
Provision for Losses 
Discounts paid under Tandem Plans 
Administrative Expense 
Other 
Total 
Earnings or (Loss) prior to Trust 
Operations 
Gains or (Loss) on Trust Operations 
Net Gain or (Loss) 


FISCAL YEAR ENDED 


June 30, 1970 


$146,541,877 
7,557,842 
2,443,602 
57,631 
649,923 
$157,250,875 


$156,356,172 
8,240,808 
867,569 
214,908 
3,550,673 
307,494 
$169,537 ,624 


(12,286,749) 
(4,937,389) 
$ (17,224,138) 


June 30, 1969 


$116,786 ,245 
6,902,803 
2 O39 15 


315.671 
$126,642,637 


$109,296 225 
7,660,192 
1,026,118 


3,906 126 
177,704 
$122,066 365 


4,576,272 
(4,962,631) 
$ (386,359) 
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Parkside Terrace Apartments, Washington, D.C. 
(Section 221(d)(3) Below Market Interest Rate 


Parkside Terrace is a 291 unit, twelve-story apartment building, located on a seven 
m acre site in the southeast section of Washington, D.C. Total construction cost of the 
project completed in 1969 was $4,501 ,900.00. 





North Congregational Homes, Phoenix, Arizona 
(Section 231) 













This project for the elderly has 133 units. The buildings are cement block 
construction centered around a central area consisting of lawns, walks, trees, 
shrubs, and benches for relaxation. 





Holly Bush Gardens, Glassboro, New Jersey 
(Section 221(d)(3) Below Market Interest Rate 


Eighty families reside in two-story, garden-type apartments, consisting of one-, 
two-, and three-bedroom units. Total construction cost of the project, completed in 
1969, was $876,300.00. 


PRINCE HALL VILLAGE APARTMENTS, Fort Worth, Texas 
(Section 221(d)(3) Below Market Interest Rate 


Housing for 152 low-income families is being afforded at a peripheral site on the 
east side of “Cowtown.” Apartment types vary from studio to three-bedroom, with 
the majority being two-bedroom units. Total construction cost of the project, 
completed in late 1969, was $1,839,500. 

















al 





R. M. R. Company, Yakima, Washington 
(Section 221(d)(3) Market Rate Rent Supplement 


This project is composed of 35 one-bedroom units, all occupied by elderly persons. 
[t is a two-story walk-up of dark wood frame construction of contrasting colored 
wood trim. The construction was unique because the buildings were constructed of 
pre-manufactured component parts: 


Indian Oaks Village, Louisville, Kentucky 
Section 221(d)(3) Below Market Interest Rate 


Indian Oaks Village is located in a heavily wooded area with pleasant surroundings. 
A total of 192 families reside in this area of giant oak trees, some over 100 years 
old. This complex, completed at a cost of over two million dollars, contains 29 
two-story apartment buildings plus a maintenance building. 
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GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


FINANCIAL AND STATISTICAL EXHIBITS 


FISCAL YEAR ENDING JUNE 30, 1970 


These exhibits provide information as to the financial condition, earnings, and activities of the mortgage 
and guaranty programs of GNMA, and of the trusteeships for participation sales in obligations created by 
United States agencies. GNMA's program areas are identified as follows: 


SPECIAL ASSISTANCE FUNCTIONS 


GNMA assists in the financing of home mortgages, covering selected types of housing and segments of the 
population, which are by their nature or circumstances not immediately marketable to regular sources of 
mortgage credit. In addition, when authorized, GNMA assists in the financing of home mortgages, generally, 
as a means of stabilizing homebuilding activities and contributing to overall economic stability. 


MANAGEMENT AND LIQUIDATING FUNCTIONS 


GNMA manages and liquidates its own initial mortgage portfolio and other mortgages, loans, or obligations 
that have been or may be transferred from other government agencies. Liquidation of the portfolio is to 
be conducted in an orderly manner with a minimum of adverse effect upon the home mortgage market, and with 
minimum loss to the government. 


GUARANTIES OF MORTGAGE-BACKED SECURITIES 


As a means of obtaining new and additional sources of mortgage credit for residential housing, GNMA 
guarantees the timely payment of interest and principal on trust certificates and other securities issued 
by financial organizations on the basis of trusts or pools of mortgages insured by the Federal Housing 
Administration or the Farmers Home Administration, or guaranteed by the Veterans Administration. 


PARTICIPATION SALES TRUSTS 


GNMA operates four trusts created to facilitate financing of mortgages and loan obligations owned by 
United States agencies. As trustee, GNMA receives funds collected upon the trust assets and invests them 
until needed to pay trust obligations. GNMA guarantees timely payment of the trust obligations. 































































GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


TABLE OF EXHIBITS 
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/Explanatory comments are provided on page 4, under caption "Notes to Financial Exhibits"/ 





GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


Notes to Financial Exhibits 


General 


The financial data in the exhibits identified as the Combined 
Balance Sheet and the Combined Statement of Earnings are related 
only to operations conducted in the Special Assistance Functions, 
the Management and Liquidating Functions, and the Mortgage-Backed 
Securities Guaranty Program. Excluded from these exhibits are 
financial data pertaining to the activity as Trustee for the 
Government Mortgage Liquidation Trust, the Small Business Obli- 
gations Trust, the Federal Assets Liquidation Trust, and the 
Federal Assets Financing Trust. Information applicable to these 
trusts is provided in separate exhibits. 


As trustee for GMLT, SBOT, FALT, and FAFT, the Association has 
legal title to all trust assets. Additionally, by virtue of a 
separate guaranty in its regular corporate capacity, the Associ- 
ation is contingently liable for the timely payment of principal 
and interest due to the trust beneficiaries. The extent of trust 
liabilities is reflected in the trust exhibits. With respect 

to FALT and FAFT, the United States Congress has authorized 
appropriations to meet trust obligations, as may be necessary. 
Financial data in the trust exhibits has been provided, in substan- 
tial part, by the trustor Federal agencies having custody, control 
and administration of the obligations subject to the trusts. 


Contingent Liability as Guarantor of Mortgage-Backed Securities 


The Association is contingently liable pursuant to its guaranty 
of timely payment of principal and interest to holders of 
mortgage-backed securities. These securities are issued by 
financial organizations, and are based upon, and backed by, 
pools of FHA-insured and VA-guaranteed mortgage loans. The 
extent of outstanding guaranties is indicated in the exhibit 
identified as Analysis of Guaranties,. 


Trust and Deposit Liabilities 


The balances identified as trust and deposit liabilities include 
only the portion of mortgage tax and insurance payment deposits 
that are held directly by the Association. The Association is 
also responsible for payments by servicing contractors of taxes 
and insurance from mortgagors' funds held in escrow in banks 
insured by the FDIC: 


Mortgage Principal and Interest Collections Awaiting Remittance 
to Trustee for GMLT, FALT, and FAFT 








The balance identified as accounts payable and accrued liabilities 
includes principal and interest collections effected during June 
on mortgages administered for GMLT, FALT, and FAFT. Such collec- 
tions, amounting to $14,257,582 in SAF and $9,506,774 in MLF have 
been paid over to the Trustee during July. 


Commitments to Purchase Mortgage Loans at Future Delivery Dates 





In addition to the mortgage principal presently included in the 
accounts, the Association has issued advance commitments or made 
administrative reservations in connection with the future purchase 
of mortgage principal aggregating $1,497,562,000. 


$23,455,790 at 6/30/70 - $22,300,129 at 6/30/69. 


Lf 


Unpaid Principal of Mortgage Loans 





The unpaid principal of mortgages loans, including mortgages subject 
to GMLT, FALT, and FAFT is reported at cost on the basis of unpaid 
principal less unrealized purchase discount. The following are the 
amounts of unpaid principal that are due from the mortgage debtors: 


Combined FHA-insured $ 4,458,542,408 
VA-guaranteed 574,503,522 
[otal 5 ,033,045,930 
Special Assistance FHA-insured $ 2,804,134,719 
Functions VA-guaranteed 394,384,898 





Total 3,198,519,617 
Management and FHA-insured $ 1,654,407,689 
Liquidating Functions VA-guaranteed 180,118,624 
Total 1,834,526, 313 


Other Participation Equities 


The principal reduction (other than GMLT, FALT, or FAFT) identified 
as other participation equities represents a 40% interest in an 
FHA-insured mortgage loan that was sold by the Association to a 
private investor. The Association has administrative responsibility 
for servicing the loan account, and for paying to the participation 
owner the proportionate share of principal repayments and interest 
earnings as collections are effected. 


Administrative Expenses 


The amounts reported for administrative expenses include costs in 
connection with the custody, control and administration of SAF and 
MLF mortgages subject to GMLT, FALT, and FAFT, but do not include 
trusteeship expenses for these trusts or for the SBOT. 


Administrative expense totals also include amounts allocated to the 
Association by the Federal National Mortgage Association in connec- 
tion with functional services furnished by FNMA in processing mort- 
gage purchase transactions and in mortgage loan servicing. These 
allocations are made on a shared-cost basis, and amounted to $1,634,591 
for the first half of the fiscal year (June through December), and 
estimated charges of $1,650,000 for the second half (January through 
June). Second half charges are subject to adjustment upon comple- 

tion of cost analysis. 


Operating Losses 


Operating losses reflected in the statements of earnings are attri- 
butable to the financing costs in excess of revenues of FHA-insured 
Section 221(d)(3) mortgages bearing interest at below market rates, 
generally, at 3% but as low as 1% and as high as 3-7/8%. Approximately 
$37,294,000 of excess interest is involved, of which $11,291,000 is 
related to mortgages subject to participation sales trusts FALT and 

FAFT and of which $ 26,003,000is related to Special Assistance Functions. 
The total of $37,294,000 compares to similar excess costs of $19,652,000 
experienced in fiscal year 1969. 
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Exhibit II 


Government National Mortgage Association 
COMBINED BALANCE SHEET 








ASSETS 


Mortgages and related receivables: 
FHA-insured and VA-guaranteed mortgages at cost: 
Insured by Federal Housing Administration ...... cece eeeeererccececevereres 
Guaranteed by Veterans Administration 2... cece reecccee reer ereeerereenees 


Less unpaid principal of mortgages subject to: 

Government Mortgage Liquidation Trust ....ccscccsccrccccrvescvssscesesescs 
Federal Assets Liquidation Trust ..cccccrccvsccavesveoccssecssecstoesscvace 
Federal. Assets Financing Trust: ce wiewiecinidis io ole sim clecnieje s/s ts .0 seis aya wean Os ts iets alee 
Other participation equities .osccssowwcevensontevessvsvcccsevesesenescecs 


Equity in the Government Mortgage Liquidation Trust .....sseeeecrecereceees 


Equity in the Federal Assets Liquidation Trust .....ssesceseevecrevessessves 
Equity in the Federal Assets Financing Trust ....-ccccsccccccsecrsscccsvece 


Direct mortgage loans transferred from HUD: 


Wnpe ide peinei pa ly sy. 'awapisatea sist sralvccalecisre eno wiereicn ia pielaetrevereouare $ 26,297,050 

Less allowance for Losgem) Ges asic 6 cre news als ca bles tle Wiens 6ios nes 5,749,052 
DHC purchase money notes transferred from RFC: 

Unpaid principals, sinjectocts'siaxiesarecle sue auatus(s sale Sm leles sb sf mos 15,161,946 

Lese unrealised equkty Oi cewtiews ccc ee pie ds alias Oe Re wee eee we 14,410,226 

POCA ee io alee Riavesacelvigre vietieik ves ino oye piev ie ladle ale Rib Glee 1s @’e'e 6. v6.6 W hieth WN wiq.n MLNECIDIS bia. 
Accrued interest: receivables. sick: 5.4008 ks meine h tice os aed 06% ov cin 2. eimen eae Mase 
Other recéivables arising from MOTtMATER oi ccs c in ole 6 oie 4. oe. wreesiate en aisiseiarns 


Assets acquired through foreclosure ead claims in process: 
Property held pending transfer to: 
Federal Housing Adminiatration: 06's 5 5050.06 cans 0's b vis 90 6p 6ih\ele vis éieinisiosias 6 niéce 
Veterans Administration isc ica eciccesvecttepensonbenssveretucvaescena’s 
Claims in process against: 
Federal Housing Administration ....0.sceciraadepecccsbosetebveccotebccann’ 
Veteranak) Admini strat Lon casielale eic:c ns siefeteie'erai bie siete niuvolosdls WE Siw 6/0 e/eiv els bop ess, NGe 


Lease ‘alLiowance. for Losses hc aincis etek ne als ZORRO es cn ch sh e Mme KNEES Ki ead a 


Propertyyne ld: Fors sale. .)..scin a> a)yoia'sib.ele lalaiapotaia.bjhia aiWi@iabels seep sie asim aiaip si eels ele ie is 


Other assets: 


Cash on hand and on deposit with the U. S. Treasury .......ceeseescseveeess 
Deferred charges: and: Misce LLANGOUG ye ers wise ois 0915/36 einisselsis ania & slalale eileissieret sane 
FHA debentures - principal and accrued interest .......ccecscccvscsccsnces 
Accrued guaranty fees receLvVADL@ = MBS wiessesa en emcees aaceanes ou oa sinus alms 6 


Furniture and equipment, less accumulated depreciation ............0+e000- 


LIABILITIES 


Liabilities: 
Accrued interest payable on notes to the U. S. Treasury ........eseeesseces 
Accounts payable. and, accrued i1abl12G2Ae cai 25 pa nike «ele amie es © ans ase ees 
Trust aud deposit Liabilities i. i. cnr newel Thepearanshne saka col mak ware 
DOTerred Sresgits. .scedavcixshus cs ede nea e das aes MONEE AEA eed s be Se b.cks he 


Investment of the United States Government: 


Notes payable to the, U.'.3..7Treaeyrey cscs ones: caveswokee ss sek sks ais yaumeanus 
Retained earnings: 
Reserved for losses) aid con€ingénc1as) spc cdo cdomye > Heeek tk uwewels wan alee 


June _30, 1970 


$ 4,412,419,697 
574,439,398 


4,986,859,095 


768,992,093 
570,522,568 
524,030,683 

1,993 ,028 


35121,320,723 


336,012,173 
28,456,031 
1,641,541 


3,487,430,468 


20,547,998 


751,720 


3,508, 730,186 


12,845,870 
4,550,231 


3,526,126, 287 


4,128,365 
58,281 


4,330,177 
356,564 
8,873,387 
326,924 
8,546,463 
19,533 
8,565,996 


Jp Foegihon 


3,538,929, 404 


84,114,725 
25,280,166 
84,062,993 
15,418 
81,111 


193,554,413 


3,132,611,000 


212,263,991 


3,344,874,991 


3, 538,429,404 


June 30, 1969 


$ 3,769,411,686 


625,453,469 


4,394,865,155 


815.,3575147 
623,214,822 
553,934,944 


2,402 ,358,272 


321,823,960 
29,108, 704 


(445 , 086) 
2,752,845,850 


255.1205 192 


2,458, 707 


2,781,033,349 


9,302,433 
5,089,102 


2,795,424, 884 


4,489,272 
50,613 


3,505,422 
482,615 
8,527,922 
325,043 


"8,202,879 


26,069 
8,228,948 


4,931,984 
3,796,721 


283 ,893 


9,012,598 
2,812, 666,430 


58,202,792 
24,363,025 
73,519,955 
26,817 
81,712 


156,194,301 


2,426,984 ,000 


229,438,129 


2,656,472,129 
2,812 ,666,430 








Be mse 


See notes on page 4. 

















Exhibit III 


Government National Mortgage Association 
COMBINED STATEMENT OF EARNINGS 












a 
/ 
INCOME Fiscal Year Ended Feb. 10, 1938 
\ through 
} June 30, 1970 June 30, 1969 June 30, 1970 
PNEOTOE Es ciciclaieie vin siete ce e.erareto sei 6 éfa ace eee A CO ORC HEITOR OOOO Dead Soe, Cec olgeac $ 146,541,877 $ 116,786,245 $ 2,237,898,363 
Commitment and other) LEGG oo oi6 i052 5cs occ wees selss © ase ne AAIDOIOICIOO DORIC CROOIC 7,041,728 5,282,605 71,924,155 
BCCULELCLORSONG SEL LCG. GOB ciefatale/siesiaye) aie ld wiaigl tiaras) 4/4 iale.@ (a/eialovelal nap e604 sieieie eens 2,172,264 
FPULCDASE BHGTOATROEINE ALOOG ois cisco s.n occ ccna tC Ww hw TP Wwe 2.0 wees 600s ese 515,966 1,619,560 21,313,058 
PUSCHneseccL SCOUNES FERLLZEd 6.6 niacin was csiees eevee SAipnsOeeS Sninidanan 2,443,602 2,637,918 10,659,571 
Sareice: £6000. 00 Sawa + hee cies cece a vi eraia Ok Ra eat Pe oe eH 148 638 2,135,828 
j MBS LE CG isicra:aierm's 5 falas ay Recieve arate aieaktalitg) aWatte Mitac waseto\eiersheueie Sp aerate a.ererer 57,631 57,631 
Oe ng SE ah EC SIRS OO CIC SEI AIGD I Oo CIC TeIOIAICIOIORICD MGAOAGS DAC 649,923 315,671 1,564,171 
157,250,875 126,642,637 2,5347,925,534 
ne eee ee ee 
EX PENSE 
Interest on notes*to the U. S. Treasury ic ccctscccessnse aie aus aiieeire wie aes 156,356,172 109,296,225 1,428,153,632 
ENCETEBt ONENOCESe—LOENET «.<:1c\0'% «.s\s1s\sis.oeisre Seven ae Sictalsteltets doonocnoobone 150,378,207 
AOMInNI BEEBELVE stipes te a'e7s o's e\draio. oie aetna tarate etahele niles ieisvervicl< a ileiats clalereintaretcucratteselets cars 3,550,673 3,906,126 84,058,948 
FEGaRrOr SOLVLe LBEemOT EGASECB ...14 5) 6. cssie'elele.c.e/sis'elaisisle fe + 9/e\s cele. 5 a gisveleveiels 8,240,808 7,660,192 202,931,076 
Net losses on sales...... FEE Nye CSTD DIDACTIC) DIDIER WLCECRTTTACICAPIOROAL OO RCAC E DIOGO, CHOIRS 20,368,513 
PROVES LODM LOT MLOSS ER arava tere/6i0 1c (0;-0:/0 10.48 oie 0.0 Bia BUANANEraaN ara 7aT IWS SOTO 014.0) shies (sus (616 eres aioe 0 867,569 1,026,118 11,169,673 
Allowances to FNMA - Tandem Plan transfers.......--eeeeseees Ro tatatalora fev imis vor 214,908 214,908 
QENEE seiacetee th « earsieieied «a slaleteleletarna aeRO Pa Cy COD RIG elaletetereretars aietetelete te 307,494 177,704 4,730,816 
169,537,624 122,066,365 1,902,005,773 
Earnings prior to income from GMLT, FALT and FAFT operations....... BD SCOD (12,286, 749) 4,576,272 445,919,761 
Gain or (loss) on trust operations: 
Government Mortgage Liquidation Trust........ Dain) axe.dincoueiave'eie.6 Aor 14,188,212 16,072,254 82,327,098 
Federa lrAssetartirquidation: [rugtinc: >see sees dunce nese pene a araleinrehaienete (7,486,927) (9,490,674) (21,689,500) 
RederalyAssargertaancem pn Trius t etree ois cls, eimis eit ne aie,s\o,avaliaie sis ee: CH RCI Re (10,694,529) (10,706,203) (23,990,685) 
Amortization of deferred charges and credits on sale of assets-net: 
Government Mortgage Liquidation Trust participationS......esseveeeesseee (234,566) (256,707) (1,419,328) 
Federal Assets Liquidation Trust participations.......... salaieere are saya @aae (240,192) (3245172) (751,628) 
Federal Assets Financing Trust participations............ aiefalaidarciara ' (469,387) (257,129) (758,900) 
Net earnings llLoOseyian ccs <: sca es e's avs ela\e,elet dete ohetars mersieie(ststeiete Aoodonadcoccac (17,224,138) (386,359) 479,636,818 
— fami = Se a es ee bee all | 
CUMULATIVE NET EARNINGS AND ANALYSIS OF DISPOSITION 
Cuma et Vammet, GCALTHLNES = Une 50s FLOOD. ssc ciereleierd sieve sieve eeciciele eit eevee. siplsverere e $ 496,860,956 
Net loss for the twelve months ended June 30, 1970.......ccccvccccsesssseces (17,224,138) 
479,636,818 
DI GTACHGE PAL. s/c /s ols visis alors (clekel Sm elated AUN ses (els eielele F OR RRA ecb, Wintel ye eta n/ete 164,401,297 
Harnsnes paid to, thesWntted ‘Stabes al reGaBury sais cs rsrercaslelsiete siersie/gie elarsieie aie oeiae's 97,633,561 
Liability for accrued annual for employees transferred from RFC........ é 418,926 
| Adjustments of reserves covering certificates of claim............ wine Bialalane 4,919,043 
Retained earnings: 
Reserved for losses and contingencies.......... gvaleiea aiels kie\s\elo\e\s owe aa 212,263,991 
479,636,818 





eee 





See notes on page 4. 

























































Exhibit IV 


Government National Mortgage Association 


Special Assistance Functions 


BALANCE SHEET 





ASSETS 


Mortgages and related receivables: 


FHA-insured 
Insured by 
Guaranteed 


Less unpaid 


and VA-guaranteed mortgages at cost: 
Federal Housing: Administration, 450160 40:05 cibie Sie e sale oid ale uieauicia aa 
DY, Veterana Admin gtr aciGr v.36 5 ais + he cities pare ale yom b.ncaine be eave 


principal of mortgages subject to: 


Government Mortgage Liquidation Trust: civiesspcemesemkecsenaiey ovis eu eahiowe 
Federal AbSéts, Liquidatlon Tent wa. shvsigieiensiahcraemia ein tie/aie <<e) b.div et ota Ge RATE 
Federal Assets: Financing TEusbrcsw wesc cveuss i oxp ewe we wen Wwe 60 ey eee veesee 
Other participation equitlesivvesc seri sacs cieacetecia U0 cadens cecieaces eecces 
Equity in the Government Mortgage Liquidation Trust ............ Cceeecodede 
Equity ini the Federal Assete Clguidation) Trust. (ies.ejecrs arlclelteueitows b cate rote 
Equity in the Federal Assets Financing Trust .......... ble a dayo0 © 9.1618 wld vie- arate 
TOGGE cette viele isie'> ole c oles emlels aie Gee MU Wee V.cluielk bis cise e Sevnneae weccscoance 
Accrued interest receivable CSOD DECC Co eeeoecrens Pecan eresereoercrecerses 
Other receivables arising from mortgaged r140 6060s a neu Wels at dioles eek ee eis ° 
Assets acquired through foreclosure and claims in process: 
Property held pending transfer to: 
Federal Housing AdminiatratiLome aie ss ew Unies os kein sala ele ans ble a.ooais oa wivtaield 
Veterdus Admini atrationy <i. css 0 a'sme ah.eee.6.c bse area aina alae eoccees eC ecevvcssce 
Claims in process against: 
Federal Housing Adminte tratLon’ s:cin\cies\vicivis ele vieis Wicle-uckie's a sic cob ciate oars Sielia alee el 
VeteransrAdmini stration: o4). uses sve as ols wire s.06 sania Wild pealelaa bie siclawennedia 
Less allowance for losses .......-.eee0:. Cocccvccccescccee Seer eee 
Other assets: 
Cash on hand and on deposit with the U. S. Treasury .....seccscececcceccces 
Deferredticharges: sccccceaee nee bevatars TX eC eRey Ty er eee seeeasenane 
FHA debentures) = principal andvaccrued interest, 52. <e. secs 20s vitwe oss e cece 
LIABILITIES 
Liabilities: 
Accrued interest payable on notes to the U. S. Treasury ..csccsccsecccecees 
Accounts payable and accrued Liabilities ivicecaeecaancaencevesbavavead snc 
Trust and deposit [abilities tor. eras pose ve vic o0s6 6 eee nies Par ihe eee er epee 
Deferred GredLes’ 4 sisis:s a's amine Satine mate MaGia.s wie eh sooty chiciaiaia arnadiecerccetere arate eri iae 
Investment of the United States Government: 
Notes payable to the U. S.. Treasury cc cccussecea ove ieuseces vleeewns Cocecces 
Retained earnings: 
Reserved for losses and contingencies ........ Ccevcceseoes 6d 000 ceeke eecces 


(lan Berea 


See notes on page 4. 


1970 


June 30, 


$ 2,800,991,610 


394,320,774 
3,195,312,384 


648,282,965 
276,927,317 
232,103,294 
1,993,028 
2,036,005, 780 
278,224,942 
(167,398) 
(200,215) 
2,313, 863,109 


7,505,053 
7,858,218 
2,329,226,380 


594,329 
52,167 


1,724,357 
306,495 
2,677,348 
91,218 


i 


2,586,130 


104,215 
1,558,375 


208,204 


1,870,794 
2,333,683 ,304 


60,844,162 
14,529,916 
53,943,966 

15,418 


129,333,462 
2,130,161,000 


74,188,842 


2,204,349, 842 


2,333, 683 , 304 


June 30, 1969 


$ 2,116,000,523 


412,716,636 
2,528,717,159 


686,010,223 
289,346,638 
236,982,397 


1, 316,377,901 
267,024,765 
(963,237) 
(516,331) 
1,581,923, 098 
4,021,011 
1,238,306 


— 
1,587,182,415 


703,188 
50,388 


1,050,207 
445,055 
2,248,838 


SE SE Ps 
2,158,027 


25,193,433 
2,169,431 


4,963,164 
1,594,303, 606 


34,344,027 
11,249,281 
44,761,636 

25,274 
90,380, 218 


1,398,924,000 


104,999,388 
1,503,923,388 


1,594, 303,606 





l 























Exhibit V 


Government National Mortgage Association 


Special Assistance Functions 
STATEMENT OF EARNINGS 


Fiscal Year Ended 


INCOME 
June 30, 1970 
TO COTO RW cers cs, scare a ehkadhanndlate Satecelal ie) a 4.0 8iieke PaTeMaMEne areNals Cintkrar ein) eavalthe Gita s one atatelate $ 74,419,472 
Srare Cnet, B00 OGl NO oOCS wi 4619.5 ois iso) 6e Sbatule: aaie.s siaialion¢. 60 0.0.e14. b4.6 Sarat avevtin) exalerern 7,041,152 
Purchase and marketing fees ......... aiclaiataietenatdtatate efete ates al eieln) ax yal Slee) evar sieite 515,966 
Purchase CLuacounts CAALIZE? css spas vcigas ewe wanes anere aye.6 Seb ale.e wea ais Src 149,581 
Services feeS ..cccccersecrecsceccesecs ec eeecere eee e ec ereeeee eesereceee (168) 
OGEDOE: é Si cs eis :0 gas & aja\e vg vfalavelalate'eieteyein ste Sioa dae ans atic seluipielblele els/evm eeccese 195,665 
82,321,668 
EXPENSE 
Enteresteon mocesrtorthe Ui, Si -Treasgury’ cvecas ovis da cerisieciecee de cece cisics 107,722,438 
Administrative ........ Sr ieicedsrele Garena cakes Ketaee stare eidia\ orateneyere Wielavete's! svete afats 2,245,939 
Fees for servicing mortgages ........ siete) ig.e'p 6.2 66 aie ALO OG OCOD POOR OGG 2,656,655 
Net losses on sales .cccccccscccve Cee rere revere sccccccrecsecerescesene 
Provision for 1OSSeES ..ccccceccccccceses 0 le dedccccsceccccccs enc cceccece 375232 
Allowances to FNMA ~ Tandem Plan transfers ...ccscccccncncccsccgevverece 214,908 
ERAT U5 tris mt sine Mretale craselg eiaiq bee) ence ns TPT vrrrree rr errr ee ee re eee ee i ain 1,464 
112,978,636 
Earnings prior to income from GMLT, FALT and FAFT operations .......... (30,656,968) 
Gain or (loss) on trust operations: 
Government Mortgage Liquidation Trust ...scessseseesees Ce cccveccccces ° 11,200,178 
Federal Assets. Liquidation Trust) 6. .ccccccssecsecccesccaccsccecces: alorere (5,347,583) 
PAGEL MERGE CHEE INANCING CLUSC © se a's c-aleieie give .ecs'b-s a \e'ale\s'e)e.0\\e (bi .ele sie aialeielele (5,404,972) 
Amortization of deferred charges and credits on sale of assets—net: 
Government Mortgage Liquidation Trust participations .....seecccecccoes (197,636) 
Federal Assets Liquidation Trust participations ......c..cccsccccceses (136,252) 
Federal Assets Financing Trust participations ....cecseessoeee Rislevejele;nia (267,313) 
Net earnings (1088) ..-ccecrccceseee wie efolal@taioriig 0) sXe m)/6(a\s.mis,sinK6 ee 0\s/0 (0 sle)aveie over (30,810,546) 


CUMULATIVE NET EARNINGS AND ANALYSIS OF DISPOSITION 


Cumulative net earnings —June 30, 1969 ....... cove 


Net loss for the twelve months ended June 30, 1970 .... 


Earnings paid to the United States Treasury ....... 


Retained earnings reserved for losses and contingencies 


June 30, 1969 


$ 48,867,098 
5,281,630 
1,619,560 

180,108 
(283) 

43,079 

55,991,192 


62,228,901 
1,440,546 
2,478,976 


202,786 


2,014 
66,353,223 
(10,362,031) 


13,474,867 
(6,914,288) 
(5,865,887) 


(218, 283) 
(175,657) 
(125,344) 


(10,186,623) 


$ 107,632,949 
(30,810,546) 


76,822,403 


2,633,561 
74,188,842 


76,822,403 


[a an ee Ct 


See notes on page 4. 










































Nov. 1, 1954 
through 
June 30, 1970 


—— 1. 


$ 684,296,090 
50,702,221 
21,513,551 

2,868,735 
773,537 
435,260 

760,589,394 


640,700,671 
18,598,379 
40,188,464 
12,398,101 

6,995,226 
214,908 
1,540,807 


720,636,556 
39,952,838 
68,725, 286 


(16,437, 286) 
(13,498,425) 


(1,192,564) 
(324,173) 
(403,273) 


76,822,403 

















a 


See notes on page 4. 





Exhibit VI 


Government National Mortgage Association 
Management and Liquidating Functions 
BALANCE SHEET 





ASSETS June 30, 1970 


Mortgages and related receivables: 
FHA-insured and VA-guaranteed mortgages at cost: 
Insured by Federal Housing Administration ..... Coc ccvcvcessccescesees ees 
Guaranteed by Veterans Administration 


$ 1,611,428,087 
180,118,624 
1,791, 546,711 


Less unpaid principal of mortgages subject to: 


Government Mortgage Liquidation Trust ...... eevennscecene er . 120,709,128 
Federal Assets Liquidation Trust ......seee0- eas gevsnertccescocaeseen coce 293,595,251 
Federal Assets Financing TruSt ..ssceeseeeecceee Ceo ceeeeccnsccevceseceee 291,927,389 

1,085,314,943 
Equity in the Government Mortgage Liquidation Trust .esesseeeesersereseee 57,787,231 
Equity in the Federal Assets Liquidation Trust ...... cc ceccecccccecueusce 28,623,429 
Equity in the Federal Assets Financing TruSt ccccccereccccceerescssscseces 1,841,756 


127359675359 
Direct mortgage loans transferred from HUD: 


Unpaid principal ..cccccccccvcccccccvcccccsccccssccsecesece ecccee $ 26,297,050 
Lese allowance for) LOSSES: cic.vinis ah.cln60 0.010 biniaieis b 0,0 2 .0\0.5.0 u0:5.0.5\s.0\s\esie's 5,749,052 20,547,998 
DHC purchase money notes transferred from RFC: 
Unpaid principal .......6- Pe OCe Cease cenkah su aeu bw seces eoirewis 15,161,946 
Less unrealized equity weccccsccesvcccesccveece Soe uscctevancedenn 14,410,226 751,720 
LOCAL sco s.5/01u'v nisin vi0.0'vly-wieis|a\eeis's4 016 \e(01s pisinie\eia'e nie «a)na\e ec cccecvecsevcceneete 1,194,867,077 
Accrued interest receivable weer cecesccneccccscrccscessscsvessvesseseens 5,340,817 
Other receivables arising from MOrtgagesS ...ceceeeereresreessesvesssseees 3,561,728 


1,203, 769,622 
Assets acquired through foreclosure and claims in process: RD oT 
Property held pending transfer to: 


Federal Housing AdminiStration wesesececereececvessesesssessssessesesees 3,534,036 
Veterans AdminiStration ceeeeseeeseseseeerseevescees eevee vereees teeeeee 6,114 

Claims in process against: 
Federal Housing Administration ......e++-- CII ICT OI OIOR TION SOIC EOIN 0 2,605,820 
Veterans Administration .rssecccesseeccees eccccccccce ccccccccces ecccccce 50,069 
6,196,039 
Less, allowance for losses ccs cansscacsacuc Ce verre nsccenscnsececcccsccenes 235,706 
5,960,333 
Property held for sale ........- Coc cccccccccccccccce Co cccccccccccccecccece 19.533 
5,979,866 

Other assets: 

Cash on hand and on deposit with the U. S. TreaSury .ecesecceceeeesessees 553,754 
Deferred charges and miscellaneous ...cercccecvevcccccessvccsccsersesscces t. 2702877 
Furniture and equipment, less accumulated depreciation ..eeeeeeeeeeereees 31.788 
1,856,419 
1,211,605, 907 
LIABILITIES ss 


Liabilities: 


Accrued interest payable on notes to the U. S. Treasury ..ceseeecccvcces 23,270,563 
Accounts payable and accrued liabilities .....eeeeeeeees Pecucccesucceses 17,578,299 
Trust and deposit Liabilities ..cccccscccccccsecccece ACh ae eéaaeaviaee 30,119,027 
Employees' accrued annual leave .....sseeeee wyalgiaiesiedo eta W)binieia\eielels ein sa w.6ats 81,111 
Deferred credits wcrccsveccccccccccescscssese Co cccccccccccccescrceces eee 


71,049,000 
Investment of the United States Government: 
Notes payable to the U. S. Treasury ...ccccccesssee ec ccrsccerecsevccese 
Retained earnings: 
Reserved for losses and contingencies ......... cccvces eocsvecccecvcesee 


1,002,450,000 


138,106,907 


1,140 ,556,907 


1,211,605, 907 








d 


10 


June 30, 1969 


1,653,411,163 
212,736, 833 
1,866,147,996 


129,346,894 
333,868,184 
316,952,547 
1,085,980, 371 
54,799,195 
30,071,941 
71,245 
1,170,922,752 


25,728,792 


2,458,707 


1,199,110,251 
5,281,422 

3,850, 796 

1, 208, 242,469 


3,786,084 
225 


254553215 
37,560 
6,279,084 
234,232 
6,044,852 


26,069 


1 


6,070,921 


2,138,251 
1,627,290 
283,893 
049,434 


4 
1,218, 362,824 


23,858,765 
13,113,744 
28,758,319 
81,712 
1,543 


65,814, 083 


1,028,060,000 


124,488,741 


1,152,548, 741 


1,218 , 362,824 





















































Exhibit VII 


Government National Mortgage Association 


Management and Liquidating Functions 
STATEMENT OF EARNINGS 























— 
INCOME y Fiscal Year Ended Feb. 10, 1938 
through 
June 30, 1970 June 30, 1969 June 30, 1970 
ENECTESE wccccsscccescvcsseccveces miaieieleleveis\ sisisiels\sinia = sislels)ereleia\e'e ais é/ai bree ees § 72,122,405 $ 67,919,147 $7 15D >s,002.275 
Commitment and other feeS ..cerccccccccr secrcccccvvcseses Ereiate eyeralolere oie 576 975 21,221,934 
Acquisition and service feeS .......eeeeeee Sdeieccecoensices Delerors (new ce sie els 2,172,264 
i Purchase discounts realized ...c.e.scevoee eter hint ee ores Rulsiclainio se eee ig x bia = 2,294,021 2,457,810 7,790,836 
\ Service LG! seve. vss Weterrsrstarciee s Sinaceyeiemies aida ctists aie ores mroretetert ese eels 316 921 1,362,291 
} Pther Mecseee eh cnet scea tes none aaa dee Sela Wea aes Aer ccrers flo aecae Sierras 454,258 272,592 1,128,911 
| 74,871,576 70,651,445 1,587,278,509 
| EXPENSE 
Interest on notes to the U. S. Treasury ..ccccercccsccce a iele ela avers Pipe ane 48,633,734 47,067,324 787,452,961 
Teterest On MOCeB =——OCNEL f.o-s o\s/a se nis oln)s.0:6)e.0uisteld6.c 00.010 01a\0 of e\elae 6 ow cle ware 150,378,207 
Administrative ...... WPM aYMatiavduvoretexs<Ghe:eieieleve/ eho eusiare aerenaie pioreleis vi viereletetsislsietelle Lei2dd S40 2,465,580 65,371,180 
Fees for servicing mortgages ...-2.eeeereesscessvvecs ot Gini’ alsds ain(ahp ahve le 107s 5,584,153 5,181,216 162,742,612 
Net losses On Sales oo. cccsvccnsccscvcsecveccreeesiserveccecsccosssessees 7,970,412 
Provision: FOr LOSSES ccieccimiice acsveisneec cic aie ial har &.aue arate! avase le) ere TREAD OEN ARO 730,337 823,332 4,174,447 
(4515 38 le cacis QP AO ich RL EO OOD ODE COLO GUC DOCG OUT UOOS IO TOO E CT IOIC 306,030 175,690 3,190,009 
56,469,599 55,713,142 1,181, 279,828 
Earnings prior to income from GMLT, FAFT and FALT operations .......... 18,401,977 14,938,303 405,998,681 
| Gain or (loss) on trust operations: 
Government Mortgage Liquidation TruSt ....esseeesseereecrcsecevecevees 2,988,034 2,597,387 13,601,812 
Federal Assets Liquidation TruSt ......ceesereccecrececccceveeccsceers (2,139,344) (2,576, 386) (55252,214) 
| Federal Assets Financing Trust ......teccccrccessesscccssoscccccce see (5,289,557) (4,840, 316) (10,492, 260) 
} Amortization of deferred charges and credits on sale of assets —net: 
i Government Mortgage Liquidation Trust participations .......sseeeseees (36,930) (38,424) (226,764) 
i Federal Assets Liquidation Trust participations ......ssseseceeree Dis ake (103,940) (148,515) (427,455) 
H Federal Assets Financing Trust participationS ....e.sseeeessssesevenes (202,074) (131, 785) (355.,/627) 
NEt earningswsies os wi wewes  eictatc Mea cbata eo al otenr a uiataite etter at avererdn alorevereranevsreiebsievensin 13,618,166 9,800,264 402,846,173 
—— ————— ee 
CUMULATIVE NET EARNINGS AND ANALYSIS OF DISPOSITION 
Cumulative net earnings--June 30, 1969... .cccecccccccceereces $ 389,228,007 
Net earnings for the twelve months ended June 30, 1970...... 13,618,166 
402,846,173 
Awad encarpate acres wsieersistaeccle ecole s cine casi rola) el o(aleteretelutersl mie’ stecclic 164,401,297 
Earnings paid to the United States Treasury ......-.+++-+eee- 95,000 ,000 
} Liability for accrued annual leave of employees transferred 
feast hne sect ates. ix i cri setlagth aaa a te see Rene Eg 418,926 
; Adjustments of reserves covering certificates of claim ..... 4,919,043 
' Retained earnings reserved for losses and contingencies .... 138,106,907 
| 402,846,173 











See notes on page 4. 





Exhibit VIII 


GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


MORTGAGE-BACKED SECURITIES GUARANTY PROGRAM 


BALANCE SHEET - JUNE 30, 1970 








Assets 


Accrued. guaranty’ fees Tecelvable o<seww sere nH aware nnn nn dene ed Heese eee sake aaa aos een E ae 









Liabilities 


Reimbursement payable for administrative 
expenses financed through GNMA Management and 
Liquidating Functions <-<<6<=9<9=<<"sereenesle hana ase nah Sakaki a seas sae aes= Sa eee a SoS 41,665.44 





Net Liabilities at June 30,,1970------<2<<<<0<0~n-nn conn mene nH anntns 31,757.94 





INCOME AND EXPENSE ~- FISCAL YEAR 1970 


Income 
Application) fees = Pass through: securltie6 -«-69——====-=~+-=n haa aa ks sae nak S aaa s eh ea aaa = $ 35,000.00 
Bond securities------ <9 nnn nn en nnn nn enn rn nnn nnn nnn nnn nnn nnn nnn nnn anna 10,000.00 
Guaranty fees - Pass through securities=<-<<<8-<0-2<---c men nnn ane nc nnn anew e manne nn s—n= 4,297.31 
Bond securitias «<<9=-See~clencanoaneenerer henna PKs Hh hee nea R Rs ees 8,333.33 
TOte)) Income====<s6aRa sae cose aaSea Sa = & ase be a meee ee ee ee 57,630.64 

Expense 

Peon yd as 65 gh ED mm ime ea i a a wl a mm a mm mes wn lw on 89,388.58 
Total expenBe- <9 9-99 on 8 ener nnn nw nn nen en ne nw nn enw ennnenncenaasn 89,388.58 
Net expense for perlod=<-<-o~ws ess sneen sa smawnensaenn-a-amennsenHs5s Sigtat coe 





See notes on page 4. 
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Exhibit IX 


GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 
MORTGAGE BACKED SECURITIES GUARANTY PROGRAM 


ANALYSIS OF GUARANTIES AT JUNE 30, 1970 





Pass Through Securities 












See notes on page 4. 





Principalot mortgage p00) G=<<-—-—aseaqse-— ra nna S anne been Koma acm ees nae n aah emma = = $ 37,507,432. 
Principal and interest collections on deposit 
SS aU EO idk Mie CO OLA Ge aa a we oon a sr me ir meinem toma wm mine em 257,168.89 
ENOL WS Sopa Koy bh he fF NE II II TXT I 37,764,601.64 
Teg beaten tap wl cattray EPSOM aS HS Lek ha gh III OT SII TN i a ah 37, 5005519232 
THANE NAT WEeRSAh Es CPeeeT ee ob She AN ag MS Coy af MT I Te ESI 153,170.37 
Runda@) due@ 6 9UCT hana nn em a nem we me ee ie wm ee eS amen a ae ma om ee ee a 47,159.19 
Bush et Wl oCo) oft Bp 9 se oy 9 YJ Se I II I 37, 760,848.88 
Excess f0L TesOULCesL OVEL EOD LI Gall ONE ree anna net mene me See aaa SS aaa ea ae eS Sa 3,752.76 
37,764,601.64 
Bond Securities 

Principal Of mMOLe case) POO! 6 a= == enna ee an a a ee a am ene mS a ae a = 418, 747,652.43 
ACCTUSGEsE LEPC AMON, MORE ER SE DOO Bm =a =m aie ees m re ee oe eb oe a a a a a a 3,069,197 -31 
Total resources ~<--< 999988 nn nnn nnn wn nn mw wn nnn nnn 421,816, 849.74 
Principal due, security holders <<-<-<--<3-$<—~<ewn amon a Sane en nao naa eae aaa sa es 400,000,000.00 
Accrued sinterestuaue 6ccuri Ly Older Ss —-<qqma— meena W Wa aa a aaa aaa a ae ee Sn 2, 760,416.67 
Total obligations =-~<<=~<<<9 nen n nm nn cen menses enna saan ena 402, 760,416.67 

ExcessporeresourcessOversop i. gations =—en ia aaa ean me nna wan cn mene SaaS Sak Soke 19,056,433. 
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Exhibit XIX 


Government National Mortgage Association 


Portfolio by Interest Rates (Dollars in Thousands) 











Management & Liquidating Functions Combined Portfolio x 

Number Amount Average Number Amount Average Number Ammunt Average 

VA 1-4 Family 36,065 $394,835 $ 11.0 60,025 $180,119 $ 3.0 96,090 $574,954 $ 6.0 
4 eawakee eine skis see Re.oe 44,345 98,570 7 A 6 44,345 98,570 2.0 
US 9 + See 68 688 10.0 15,680 81,549 SAK) 15,748 82,237 5.0 
Wii Apter ceria istics <ats 23,846 220,370 9.0 23,846 220,370 9.0 
PIA cices lox ne cis cecies x 607 5,996 10.0 607 5,996 10.0 
2 ey a se | TIRE © 1 16 16.0 1 16 16.0 
SS (Soest reset ee tein 4 49 12-5 4 49 125 
6 des ateropeteitieters cates nro cate 11,062 160,515 14.5 11,062 160,515 14.5 
Te? 7 ea qeteeeees 421 6,291 15.0 421 6,291 15.0 
Oe 5 OSC: SOREAIEOT 54 871 16.0 54 871 16.0 
PUL 2 re yetsie/6 isie'sse sinre'e: es 2 39 19.5 2 39 195 


FHA 1-4 Family 73,334 807,459 11.0 169,832 1,576,140 9.5 243,166 2,383,599 10.0 | 
0 Gh Abaericabn ampere pe 708 8,789 Wigs 708 8,789 12.5 
ak Meee aesialirst eas 86 1,022 1250 86 1,022 12.0 
3 Mic soonrionebopnboo or 1,465 17,221 12.0 1,465 17,221 12.0 
eee MM ac coats cane 2 4 2:0 4,811 10,198 2.0 4,813 10,202 2.0 
TASW UR 8 oo. ce 20,313 85,960 4.0 205313 85,960 4.0 
AUTRE, meee ies +010 5/08 1,584 15,670 10.0 13,532 65,966 5.0 15,116 81,636 5.5 
SU BE eee cwtisice te agian 
5 UE% Sececeee sagacostgs 5,164 54,876 10.5 606 2,852 4.5 5,770 57,728 9.5 
5 1/4% Semiats ares dieisistnn 27,077 244,186 9.0 14,416 231,529 9.0 41,493 375,715 9.0 
BH tir § sc SGOUBROCHOEDOn 2,117 19,236 9.0 5,415 56,781 10.5 7,532 76,017 10.0 
BEE occant pobdpodop aon 10,557 97,271 9.0 19,994 214,233 10.5 30,551 311,504 10.0 

A eaten mie Bele sale ticterae 22,421 316,365 14.0 62,902 697,173 11.0 85,323 1,013,538 12.0 
eH? 4 900 JOD II BOCeoe a 1,492 22,381 15.0 22,063 252,181 Ties 23,555 274,562 11.5 
TL OC cl able maities cas eiciels 3 49 16.5 3 49 16. 

3 30 10.0 3 30 10.0 


DONIUAAAGD 
x 


3 i oeeavaysca ei avortreretaretortole are 828 1,324,302 1,599.5 1 396 396.0 829 1,324,698 1,598.0 
Se oy Se Se oh OCIS Te 105 170,366 EGe2e5 105 170,366 1,622.5 
BaP Os citevarn afore save Sine cite 34 44,964 132255 4 44,964 ibs pa 
ST Bh alate wt ovr eite 6 PSP 888.0 6 5,327 888.0 
4 1 CO BOROOIIC ad aeray ste 63 109,592 173925 65 77,234 1188.0 128 186,826 1,459.5 
SU/[4y. eRe 3 27 83,445 3,090.5 2 637 318.5 29 84,082 2,899.5 
BLED RI ers clale ataia aevewaeeiereie 54 46,300 857.5 54 46,300 857.5 
5 Poon eeretetetettee ».aa'eve terre 16 1,999 125.0 16 1,999 125.0 
RRS Ge Rae oAC 80 111,090 1,388.5 80 111,090 1,388.5 
CY A Se ee 17 27,068 1,592.0 17 27,068 1,592.0 
6 Pe MeN S va clslastbetele 69 66,613 968.5 69 66,813 968.5 
GISIGE. Toe oe eee 9 4,762 529.0 9 4,762 529.0 
TALL Z ee Beene tows date 1 648 648.0 1 648 648.0 
Federal Agency Originations 3,941 41,459 --- 3,941 41,459 --- 
DHG) 202 /27Ms 6 edie ace ose cletet 2 15,162 2 15,162 
HUD 4 Li PRS shale's'e a'leiths 172 577 S55 172 577 355 
be 3 AEN clalavetaiwioie elotevetats 4 36 9.0 4 36 9.0 
5 Me valteieralcessteraittetats 2,916 5,266 20 2,916 5,266 2.0 
Dis LY 2AM veteistelelnrsclarsievete 721 1,888 255 721 1,888 25 
6 (Ag RB banponooa SCC 43 178 4.0 43 178 4.0 
Various tise scow cet 83 E_185352 --- 83 18,352 --- 
LOCALS i creichstor Retelere:e) 8 avis, 6 tds, s 110,708 3,198,970 --- 233,866 1,875,985 --- 344,574 5,074,955 --- 
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Exhibit XX 


Government National Mortgage Association 
SPECIAL ASSISTANCE FUNCTIONS 
MORTGAGE ACTIVITY 
(Dollars in thousands) 



























































































































——— —— ah 
Purchases Repayments Sales Other Credits Ending Portfolio 
Fiscal Year 1970 Number Amount Number Amount ar tea BY apouit | Baber Amount 
—— 
VA Sec. SOL .-cececveeseuceves 51 $ 835 758 $ 17,354 $ 168 $1,908 36,065 $394,835 
FHA 1-4 Family 2,422 2,450 1,170 26,661 552 5,946 73,334 807,459 
Sec, 203 .ceseeeeerecererecees 262 4,834 472 11,701 152 1,867 30,508 381,921 
U3 we ere ic esliinetaeieig ial'e iarerpanieee 176 3,310 ll 119 6,438 73,981 
AC ACLICTI IC Ct Oe: 55 809 42 1,085 17 207 2,362 27,079 
221 BMIR ccieve ae 8 sieigmsiate es 1,781 22,016 429 13 88 2,259 27,031 
2EL Va kines sosi<comtiinivinieys 8 165 25232 433 8,359 303 3,049 27,246 244,045 
SE SCE re oe 25 420 15 460 12 136 1,324 16,412 
23S) sine ® Muti s's eee mipiale PRON fe 272 3 111 1 14 288 3,983 
290) aaa see's a ekeite RS mel 119 1,868 6 132 2,029 
BOD eis wiee.c eve winw ateretere/s 27 1,187 43 466 re i | 30,978 
903: . cist :oe re o:a'o:0in pieewelpe 2 13 --- --- 
FHA Multifamily 354 te ew ele 1 24,696 24 15,991 1,309 1,996,676 
See.) 2077 seas regia wep wae borcr « 431 29 14,326 
Ree TAR a i a 10 19,862 1,007 1 226 80 96,838 
220. ahsacccagenetvuwn ees 3 6,338 1,989 63 123,918 
221) BMIR ty civ, ston oi eus'e sn 'sis's 286 635,158 ul 14,340 23 15,765 973 1,544,959 
O21 Ueisissie en a st se atamie 46 39,972 404 78 64,096 
St Se AI ICIODER Io ne CO 8 23,738 300 21 41,136 
253°" sehnieabs canes taee Meus 13 l 1,163 
DON areistdinin/ i eisitth Am aia aeie ae 1 649 1 1 648 
SOS «daw astecpe sss eine ery 6,211 63 109,592 
i Se eS eS Ss ae — ete eS ens a 
Totals wa ssl Ae er eee See aren ica 2,827 $ 759,002 1,929 $ 68,711 744 $ 23,845 110,708 $3,198,970 
+ oe ws iene er +—<—+}* wateer mes es SSS ARSENE EE! 
Cuxitulative from Novem 1, 1954 
VA Sens SOLY vit vatvia nine aleamao cates 65,186 $826,388 5,991 $167,184 15,640 $181,167 7,490 $ 83,202 36,065 $394,835 
FHA 1-4 Family 113,651 1,361,820 10,316 224,217 15,424 186,092 14,577 144,052 73,334 807,459 
Seen, 2090: cade + Re eter raratare 48,540 641,491 4,826 97,443 9,497 122,961 3,709 39,166 30,508 381,921 
r bE DAS Corton aie diols alee * 8 10,306 136,890 2,242 42,064 113 1,508 1,513 19,337 6,438 73,981 
220) Seles wie enieinle Sacer a eae 3, 089 41,100 369 9,085 244 ae oar 114 1,359 2,362 27,079 
221 BMIR ae ois. o 0.« a pore bese Zeale 27,609 490 13 88 2,259 27,031 
BZ /geissh cease sia ke apc hking 40,937 401,002 2,137 55,491 3,267 27,526 8,267 73,940 27,246 244,045 
YY PAP Mee ee ee 2,230 29,468 166 4,281 405 5. 2EY 335 3,564 1,324 16,412 
29S Ce aie'sieis sled <16s mie oinie€ 312 4,590 18 519 6 88 288 3,983 
235 Web cst vceynnnaiwiaeee 0 132 2,034 5 132 2,029 
BOS) wikcrs dss.c.9 biopic W ak'wi6.b = we 5,633 75,880 468 14,022 1,898 25,309 490 F571 2.777 30,978 
908. iecslwle can Ace s’al pads 200 1,756 70 817 130 939 --- --- 
FHA Multifamily 1,563 2,600,674 17 175,466 147 300,795 90 127,737 1,309 1,996,676 
Bees. 207) ws scvde an akin Aeon 32 23,456 1 6,208 l 1,457 1 1,765 29 14,326 
LED “Glessra'e snaenes sea eis se 106 134,259 3 8.839 9 10,410 14 18,172 80 96,838 
P20) covaipieioie al sine binlaceia viaa'ta 97 229,547 8 23,338 11 44,593 15 37,698 63 123,918 
221 BMIR cccvcccsensccvere 1,012 1,620,065 4 39,922 35 35,184 973 1,544,959 
O21 Ney sacks Vik DANO em as 109 104,974 1 5,159 10 8,873 20 26,846 78 64,096 
O31) Sher eyedwes wap eaetaie ss 42 64,903 1,785 17 15,020 4 6,962 21 41,136 
A eee ae i 2 1,402 15 1 224 1 1,163 
QUT | vivale'sjaia'n giwlateiels inva eaves 1 649 1 1 648 
BOF iia cis s ciseisie's se asigoutes 161 420,286 90,176 98 220,518 63 109,592 
SLD ia. nie bicisie ve sb a sige mad stiie 1 1,133 23 
TOCRLA’ cicra civniele.e'e sab a p'0.e eis's wees 180,400 $4,788,882 16,324 $566,867 31,211 $668,054 22,157 $354,991 110,708 $3,198,970 
SS $$ i 
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Exhibit XXI 


Government National Mortgage Association 
MANAGEMENT AND LIQUIDATING FUNCTIONS 


MORTGAGE ACTIVITY 
Dollars in thousands 


Purchases Repayments Sales Other Credits Ending Portfolio 


Fiscal Year 1970 Number Amount Number Amount Number Amount 
$ 


VA_1-4 Family $ 60,025 $180,118 


179,956 













































































3,704 35,884 | 169,832 1,576,140 

COP haf teas SE SOTO ROC Ee 245 1,357 5 14] 3,491 9,604 

yt 5,366 55,274 2,540 44,257 3,300 32,460 | 133,562 1,362,539 

ve 86 1,055 5 32 2,705 16,178 

SUBeih a aipveistareislb@ 418 4.4,0%e/s"0-6'8 296 3,085 54 1,793 300 2,948 7,592 81,974 

(SEEK. 4.5 SR Ee iI 187 1,301 2 5| 2,882 3,557 

ich OR ARO RRO Caner e 1,074 12,344 92 425 | 19,600 102,288 

FHA Multifamily 3,186 68 78,268 

Pe TS Be ARR ton CR SORCR AC 91 6 2,381 

rh es a EO ee OEIC Te 67 5 886 

1 RO ORI COE iy 1 396 

CL fae ARC STERN «TRC SOIC 486 6 8,823 

BOF scacconsevccccescosens 2,254 32 57,969 

OTS era le wa reter iv srareialiele: eves a5 284 18 7,813 

Federal Agency Originations 1,300 6,896 3,941 41,459 

Defense Homes Corp ........... £207 2 15,162 

OD) Piva Wii cieuareie mdiare ksi bie Bere s.0%sia'e 1,300 5,189 EE, nano: ReaD 3,939 26,297 

LOCR LOY anteuinr ects seit aie e Ce 5,662 $ 58,359 11,564 $104,584 $ 3,754 36,108 | 233,866 $1,875,985 

——a = —=_ | ——— ee | = LS ae Se a 
Cumulative from February 10, 1938 

VA_1-4 Family 401,370 $3,010,871 | 122,259 1,421,251 | 208,214 1,339,562 10,872 69,940 60,025 180,118 

BOG 501s Vinties ies me wd oe ah eke 382,954 2,986,655 | 117,604 1,412,695 | 195,610 1,324,443 10,503 69,561 59,237 179,956 

BOQ mene etmoene nance 293 1,906 256 1,819 7 36 6 28 24 23 

SUA CD ODOC 1S GODOOODUOS 18,123 22,310) 4,399 6,737 12,597 15,083 363 351 764 139 

FHA 1-4 Family 386,612 3,234,242 67,294 761,264 | 114,846 597,705 | 34,640 299,133 | 169,832 1,576,140 

Sec. Dimarr ie Raley evaseale sere fete ya. 67 9,969 54,241 3,847 32,679 2,049 8,992 582 2,966 3,491 9,604 

20) a 261,745 2,215,780 | 36,735 378,874 76,520 333,264 14,928 141,103 | 133,562 1,362,539 

V2 i Re ee ea 4,782 40,545 1,613 21,126 4 30 460 < ay | 2,705 16,178 

Aids Sabiasonds we ecg eames ae 8,624 95,836 94 4,402 938 9,460 7,592 81,974 

SOS Gwrae<t Dees ence sice ee 47,325 339,611 9,844 98,186 32,134 220,806 2,465 17,062 2,882 3,507 

ELS COR CODNC CrIGt SIC CR Ice 54,167 488,229 15,161 225,997 4,139 34,613 15,267 125,331 19,600 102,288 

FHA Multifamily 372 364,934 23 60,390 175 146,299 106 79,977 68 78,268 

BOE aT elas aks Mie oom Rielbiare sons 40 36,383 8 8,933 4 3,413 22 21,656 6 2,381 

7 Us a et ARGO Oer een Fi 276 6 230 1 46 a =-- 

DUST jslbjevs Sro\sierae oMte tclalala ele's 12 6,349 3 Zane 2 1,132 2 1,754 5 886 

DM alelale Ww wiaieaeiete space Hetsis 1 400 4 1 396 

BOR canes a cenamanne tue dats 162 72,429 1 7,326 121 41,980 34 14,300 6 8,823 

B03 weccccccecservscseses 85 208,519 , 34,854 36 89,088 16 26,608 32 57,969 

PO Aa alc hails ost ee Tk :8 cw baer 65 40,578 4 6,466 12 10, 686 31 15,613 18 7,813 

Federal Agency Originations 133975 202,602 8,699 124,839 1,025 30,022 308 6,282 3,941 41,459 

RFC Mortgage Co. ..scsececceeees 12 yey He 12 Zsa <= =< 

Defense Homes Corp....cssecccees 4 41,519 2 26,357 2 15,162 

HD Eiecagrasaiaicharebarsissoriiaisiy.e(eieie iss eis c'eidis 13,957 158,930 8,685 96,329 1,025 30,022 3,939 26,297 

TOGRLO lo gan mss cnamienlsn caleba x dons 802,327 6,812,649 | 198,275 2,367,744 : 2,113,588 233,866 1,875,985 











—=a = 
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Exhibit XXII 


Government National Mortgage Association 
SBECIAL ASSISTANCE FUNCTIONS 
DISTRIBUTION OF PURCHASES BY STATE LOCATION 


(Dollars in thousands) 






































Fiscal Year Nov. 1, 1954 through 
1970 June 30, 1970 
Mortgages Amount Mortgages Amount 
State a 
LER Beetet es cyrtuvvevoiecaisunrsrevahaiataveverale 2,827 $759,003 180,400 $4,788,882 
AL AvUSME. sri erecietaic sete ats isle Oreiere re 20 2,363 8,955 114,890 
AlLOQER srs cdots <a eee keys as 2,603 61,427 
Art COna Saas elexc.acaieiers bie elets/elexe-une 2 rey ep? 7,076 117,966 
DBEKAUSAG crests nian b wreustiiwiele/eimats ters 49 6,939 2,445 64,547 
CRLL LOE RIA sewn HiT eR Shs 0 154 31,181 11,556 362,096 
COLO AAO. atelote eticls sor wv wisiennreters 50 468 4,323 70,648 
Gonnectloutys 4. . eure ome e ss 24 35,676 244 95,552 
DELAWALGE 5:2 einuatane se «6 eleseimn abies 22 247 288 10,633 
District af Columbia. i. ns ve. 58 14,288 283 55,609 
FLOELAG.A. sicietete eel c.s « sieis cleratcrr 300 12,860 20,203 289,467 
CEbESLOR Ms ot Ree eee 67 13,054 7,829 145,092 
RAWAL Uiiais ie staars aieteiots aie) aye en iverctale 1 12,000 1,041 56,269 
LOBEGO eratate\ ste piv aleiate aie wie 5s ehale rena 5 1,434 377 6,637 
TTTIROLBs civiens daide ste ace s/pyeatainiale 41 84,028 3,078 224,097 
ENALONA Ts ieriscsines s neesses vele 53 50,140 4,132 143,442 
LOWE Secs Sala eiatdh oa ee sala Goulet 11 3,749 1,613 26,259 
RANE 2G siors: waive tierce a oie ciate Mearece 8 8,601 1,808 71,286 
Kentucky. csicis.c eines vibiv.t.eie eescalere 17 8,147 4,045 83,292 
Loula Saracie svinissceiseatea @esies 18 7,418 5,776 91,175 
MB LING din cieinssiwie apie on ae Sieroter te 3 4,906 
Maryland wits: cane ee ncor ered: 35 36,472 510 51,866 
MRE BaCHUBECED< <inis.5 0.6 ores ote mia 27 54,489 92 143,277 
Michigans ist; shit oemeahe Gee 74 91,293 13,484 396, 544 
MANNGGGER 6 wixiv's sank naa ee s\n ae bei 6 8,128 1,304 34,407 
Miss ieainpt oi. ciciienss s/s siemaat 97 2,831 2,141 33 , 837 
MiSHOUR I. aishe is 0a s 76 spare aiein ee) ately 80 28,245 2,508 139, 500 
Mopmtaneser gevtes vc ve wa eee w erate 198 Z,ize 
Nebraska steve stek os eels cave. cad 38 5,844 695 21,110 
Navads.. <. wishes a0 3 bee eee 1 1,496 1,984 46,066 
New Hampshire's. «sists eeoia.e plait 1 1,440 7 18,098 
New Jersey ne x cine cde aasciae eats 127 9,484 796 118,595 
Nett MARELEG ae sven nevibia a's 6 sa eG.s 10 738 4,197 65,491 
New York... scsi as coteo pases 31 43 , 660 256 222,345 
HOrth Caroline nasa scntaan we 6 8,652 3,447 79,114 
North) Dakotas. ss aarecwisies sae 1 427 122 2,005 
Ghiod Get ac te eee cee 25 11,000 9,058 187,591 
ORL ENOMR Sos reeks a cece x Ota 7 10,840 4,110 95,732 
VESSEL cs aeie code samo «sates 71 3,238 2,048 43,255 
PRNROYLVENLA's <\c0.6 scans anne meats 208 34,823 1,105 95,155 
Rhode) Talanid:.. . « «stip sais asia’ 10 13,585 
South Caroling. access) cee eis L5 2,915 2,005 69,737 
SOULE DAKOLG ds c:0.0.5 x os. ceictes pak 7 y ape He Be 55 3,904 
Tennesse tie sis 6 a's lew» nip aman 283 14,267 8,117 118,732 
TOKE GIA pw, 0s, <n les aretace ace a's teas 160 34,823 18,052 369,320 
Utah. eee res cic venues o ame-wereas 3,039 37,627 
VOEMOne sis vs ceueee able woeaae 1 1,960 
Wi reign acts ta sicistates nists wtelearaety 43 18,824 4,578 86,449 
WAGHANE CORT. nves ces. eeantns 229 13,126 3,783 86,579 
West) Wine Lith ace cristae ons see 1 596 269 5,319 
WESCONSIT Us 5 ciaicieau swine oialccstes 78 5,941 1,013 27,444 
WyOmitig'. 5 90:04 5.0 s'dveln srolsis im alare Si 2 603 558 7,814 
GUAN. <tal, ase ac olaiiis alae ae een 256 6,580 1,083 19,675 
Puerto Ricou. eeu bs ewe OS 6 11,143 2,035 45,580 
Virgin, Te landa’;s<. corse ae 2 29 60 3,157 

















26 





Exhibit XXIII 


Government National Mortgage Association 
MANAGEMENT AND LIQUIDATING FUNCTIONS 
DISTRIBUTION OF PURCHASES BY STATE LOCATION 


(Dollars in thousands) 




















=A 
Fiscal Year November 1, 1954 through 
1970 June 30, 1970 
Mortgages Amount Mortgages Amount 

State =a} 
Total 5,662 58,359 154,233 6,610,047 
AD Ab acne ii el eia co s\a.n ks awed 0s (01810 QR 198 2,049 3,979 170), 357 
UNMELERUCEL nietra' a0 chevoun avaintere plea sravoeuste = 1 25 219 79,757 
Artzonartinds show doa oc 0 SRO 306 3,313 yep evi) 170,067 
ALKANEAS. vas < ea ce eae ete cette s 43 442 1,288 67,195 
Californias cir «cu Meir ave sremiere toe 526 7,393 13,294 1,041,367 
GOLOF AAG au ore aa, 0 e¥eieeiele s. «DEN e «fs; 010° 55 664 1,724 69,530 
Conmectieut <2... cwchicwc cass cies 6 82 134 8,836 
Delawarete. ccs veccwacccavewies's 49 502 £5022 17,813 
District @£ Columbia. ..04..55.. 1 13 14 17,779 
ML or Lda ee Sat re oe serowains 75 912 22,286 519,196 
GCEOTRLE cc de accscmaseers ato nns 24 327 4,553 235,711 
GUAM s sivieiaicla sie'disly Sisis''@ sid ais of ers «1 «Ys 948 
LG WaE die. piucniect ot are/at clara: Gist ccntereiaiaiaiels 5 14,517 
HES CIs te PIC POIE COICO) OCHIOIALTOCICIOO 31 349 780 24,293 
Lili node Me eee Meals omen 26 347 1,463 108,166 
irda eater) ais fa voted tess of sletalaeiiels is 1 Ly 2,788 101,662 
OWE as 6s 6! wisi sais eters! Sic ls loth ye jets ©).0 29 321 604 24,951 
KAS AG ia cieteiels shel nisl atcinis ole citiaisialiisl' « io 729 | 2,495 169,383 
Rentutke yet injec alee sia soils belsis es 19 202 | 879 37,347 
LOULO LAD « «Ss 0/01: sca ws w ott sleisial ss 11 112 4,680 159,370 
MAILING are alors 9 6 s\ie/s sheislan'e 9 per eluielel elie | 38 20,701 
Many Gand sicrs c's ere sities « nvsltreteloie nics 31 346 | 627 84,029 
Massachusetts... cscccccsscccoscs 6 82 | 626 8,043 
MUCH TSAR o Nea svsrels sens o'selalele) se: ¥-s 63 728 5,806 577,906 
Minnesota... .crcccccssccccsees 32 443 921 44,814 
Misetasipp! ssa cee + coins ees ° 110 1,158 | 2,938 53,098 
MissaUrd eee eee corse eae cine ae 2 7 1,910 85,703 
MOmUCEN aid cicve c'eie Wioletets 6:k\6iesa.ersieiejers 21 269 | 387 13,493 
NEDLAGKGeierc oic:e wis gis s:0s alte clas e's 186 ioe. 1,905 33,951 
Nevada. cc cccvecccccccccerccvece 41 652 1,477 53,381 
New HampShire.....cccccccvesees 2 20 58 450 
NEW TOE BEY cin iciclere «isin\e: cle alee) oie syuxel 246 3,095 3,421 81,397 
INGW Meet COjzreaic:ais ofepatorsi wa) e608. e) 0l8iais 317 3,188 2,662 108,116 
NEW OEM ot. iatore'e cre ilnisisie oe) eV slelelai 151 1,933 2,665 GE lawirfs) 
North Carolina. ).bi1..0% aaire cosines 12 140 L277 72,114 
North’ Dakotas... c0 cewe wens sis 38 1,682 
Oia ctasscetdy Acoeia-a) atotarerera aial eleie ett) ok laha 2 28 4,976 150,884 
OicLehomade tr see ccs Rise ae cee 476 4,447 9,284 370,681 
OLESOMs Mele Snr cre ielcfajaie’s\sl gre oxelere te 60 747 912 28,328 
Penney LVANLA . 5, cv afejalslere Me eialo mia ele 473 4,247 3,449 114,280 
Puerto Rico. .cesavesvesvoccsses 32 65,730 
Rhode: Talands oss sisseccnscsceces 12 125 107 7,151 
SOUCH, 'CALOLLINA va)afeccta’s os ere Wis sisi 28 361 2,232 90,861 
SOULE DAKOEAc)aerectetels s:0 sips) eisie/si 07 478 15,339 
TEMNEABEE s cos 01kis che diel sisis sal eicyeleie!« 89 874 2,093 130,851 
TOXAB eis ine cialis e/e\s'e\slelels 010.0 010 vinie ei0).s 1,581 13,021 26,545 855,228 
WU Aaidie aie/alsin epi vlelahevers elec slsfois's's lots 81 1,053 1,232 39,409 
Vermont...c.ee. wale 0 0 ois lele afeiere-e:6 4 18 
VET SL NLA sere voice sis 45014 pietacalale se: 06 12 158 1,198 125,574 

Virgin Island... cessccvcccvecce 

Washington... scescescccosccccss 79 822 3,949 240,927 
West Virginia... ..cssccossveess 2 28 137 11,484 
Wisconsin... .++seseees ADOODCIOOOG 1 12 570 18,345 
WY OTL EG or ar atre sins ics sale 07a) b eho nies al ele e's 70 844 835 14,059 

c= =I a 
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Exhibit XXIV 


Government National Mortgage Association 
SPECIAL ASSISTANCE FUNCTIONS 
DISTRIBUTION OF PORTFOLIO BY STATE LOCATION 


(Dollars in thousands) 


Total 1-4 family dwellings Multifamily dwellings 











































State Mortgages Amount Mortgages Amount 

Totals ccccvrccucnechateennes 110, 708 $ 3,198,969 109,399 $ 1,202,294 1,309 $ 1,996,675 
Alabama ssccnctee cs fe cate etnaleiy statute 4,673 58,165 48,402 9,763 
WET T MA ACONOOR SO SOOO Ok Ca 181 4,326 179 3,209 2 1,117 
APLZONR celeiseias ce six sisita cafe abate aes 3,860 44,248 3,849 34,319 11 9,929 
Arkansas....ceserccees Pe. ee 2,097 40,527 2,088 22,977 9 17,550 
California...... ites vieeeeosite side 5,653 231,357 5,548 69,730 105 161,627 
Colorado... ce steses sass Seiten ot 2,835 41,705 2,824 31,076 11 10,629 
Connecticut.......++6-- Sees bad aie 179 90,312 115 1,715 64 88,597 
Delaware socneacisercsseet@aananees 180 2,012 180 2,012 
District of Columbia.............. 232 43,120 216 2,185 16 40,935 
Flovidavct sista veccicrcadrameesc 12,519 143,733 12,503 124,720 16 19,013 
GEOTGIRs cin'e's'cp'e'siso-ciee.a s/s ote sie s'e Se 6,496 97,242 6,469 66,971 27 30,271 
Hawall csc cue ccs ee neal euarererer 727 36,921 711 8,626 16 28,295 
Tdahioac cuss asieicleresin asies ewe ates 286 4,863 282 3,449 4 1,414 
TLUAnol Pace seer ssanerets Cae ee 1,849 183,342 1,773 14,418 76 168,924 
Indiana ee cectecaceniiech oe Noe can 2,747 119,495 2,684 30,330 63 89,165 
LOWRs cdecwscscdocvunsces rr er Lie 1,243 20,925 1,236 15,400 7 5,525 
Kansasocoees ac canoe Ree Pome 1,120 47,609 1,095 12,050 25 35,559 
Kontuckyacacspcanecs sc Be ie ee 2,871 41,607 2,861 30,647 10 10,960 
Louisiana. vcccccesccccvsscvcescrss 3,747 57,253 aecao 41,101 12 16,152 
Ma Loie\ccpiierk siete saves o.01e Reta ape Ree 5 4,773 2 16 3 4,757 
Maryland..... Slewk/a'e Gale wine's Shisteraiats 285 48,459 253 3,180 32 45,279 
Massachusetts........ snegree hate cates 88 138,549 12 149 76 138,400 
Michigan........ waieweee Rrexe<poaihre vate .s 5,322 277,543 5,140 57,732 182 219,811 
Minnesota. ccc couscsccemenenien’ ave 886 26,980 874 10,298 12 16,682 
Mississippl....ccccsrccees Et 1,661 25,491 1,657 20,536 4 4,955 
ME SEG Liss crsjee ena wees cea sirielvicbiairs yey ds Se 105,762 2,187 24,067 48 81,695 
MOnTCQMU ss a/c:c10's, sn ole v6.0.0 0.vis ds ee ose ae 154 1,694 154 1,694 
Nebraska....cccccccccscrsscrsccoes 475 16,863 463 5,437 12 11,426 
NOVOCR ¢ n.s ciaus'e'e'e. wien sin b> = aie aw Shs 0 ae 1,274 28,057 1,263 14,788 ll 13,269 
New Hampshire. ...ceccoccscrecceens 7 12,835 1 2 6 12,833 
New Jeresey..ccscccccvecvessvvceces 462 93,543 431 5,714 31 87,829 
New, MexlCOsciile< 4.5:0)5,0:00 ofele'e naive nine oe 3,048 44,432 3,038 33,431 10 11,001 
New Vouk 's sicccie'csiss o19.b's ow ence velo a> 136 161,840 56 747 80 161,093 
Horth Carolina. occasion talsvicuss 1,602 38,569 1,587 18,754 15 19,815 
North Dakota..cescccccccsssescsess 83 1,456 82 1,033 1 423 
ORG so oe oo ase nesters oes 0 65165 e eleielels'e 5,027 94,584 4,996 i pe 31 36,801 
Okiahons sscndeu sac es' seretiete wens 3,205 57,695 3,190 35,104 15 22,591 
Oregon... ccccccsrccccrecsccccsrese Se 25,489 1,355 16,086 18 9,403 
Pennsylvania......ccccccscsceccees 700 80,433 673 7,046 27 73,387 
Rhode. Teland... wcsccscevecsececene 8 12,086 2 17 6 12,069 
South: Caroling ses ac siccie ys clnain wens 1,457 44,384 1,438 15,409 19 28,975 
South: DAKGER diss s 0140 csc. 00s clae'0.0b 5013 42 3,296 33 326 9 2,970 
POnrnGGG@Gs ac cies calviec.eep.aikelsy sc mnie e 5,932 81,006 5,905 56,985 27 24,021 
TOK RG gy cis. dlsvesc-olars dias 6 v0.9 cMiavw.a'e"S ptarenl 11,162 240,388 11,088 122,016 Th 118,372 
UtMs 0:5: dup-es'e PIR NOC. TENT 2,389 24,337 2,389 24,337 
VELMONt. cccarcesscocccevecsevevses 1 1,938 1 1,938 
Virginia. .ccccccvcsscccvecsacsenes 1,437 46,210 1,421 15,821 16 30,389 
Washington. ...cscccscccccscscccans 3,059 66,878 3,015 41,971 44 24,907 
West Virginia... ..sscccsccseceecns 177 2,584 176 1,989 1 595 
Wisconsin. ...ccscesvece SER tack 746 21,998 736 8,340 10 13,658 
Wyoming. .ccsccccccccccvscesccesces 357 4,180 355 3,580 2 
Goan sees oe Ea Pe tee nee ae 1,052 18,442 1,051 16,584 1 
Puerto R1co0...scccccccsccccsescces 1,307 34,406 1,302 CW AS a a 5 
Virgin Islands.....cccccccccssescs 59 3,027 58 808 1 
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Exhibit XXV 






Government Netional Mortgage Association 
MANAGEMENT AND LIQUIDATING FUNCTIONS 
DISTRIBUTION OF PORTFOLIO BY STATE LOCATION 







(Dollars in thousands) 








1-4 family dwellings 


dedi 


















Amount Mortgages Amount Mortgages 
$ 1,860,823 233,719 $ 1,766,142 145 
42,137 
9,716 431 4,487 8 
73,988 8,459 73,988 
20,270 3,105 20,270 
254,612 27,327 236,085 50 
14,590 25235 14,590 
6,843 470 4,224 7 
9,588 928 9,588 
725 71 329 ul 
216,030 25,740 215,624 2 
50,190 7,195 49,559 5 
1,960 388 1,960 
10,102 993 9,837 at 
20,919 2,390 16,015 6 
37,897 4,809 36,363 3 
7,909 1,054 7,909 
45,539 6,976 45,539 
13,536 1,496 13,536 
41,368 6,337 41,368 
12,695 214 1,013 6 
14,721 1,606 8,829 10 
6,980 469 6,090 3 
77,980 9,568 77,980 
15,602 1,590 15,554 1 
30,675 3,484 30,675 
17,318 2,653 17,318 
7,349 478 5,240 1 
24,428 35296 24,428 
26,897 2,407 26,897 
323 47 323 
ye ap he | 2,830 30,417 6 
29,461 4,513 29,461 
31,207 2,646 30,392 3 
10,241 2,142 9,977 1 
459 59 459 
71,475 8,346 70,198 2 
99,033 15,163 98,985 1 
11,218 1,306 11,218 
38,818 3,673 33215 9 
2,673 77 656 1 
20,115 3,620 19,739 1 
5,965 752 2,982 ef 
26,155 4,616 26,076 1 
253,259 38,397 250,659 1 
18,403 1,512 16,111 1 
9 2 9 
28,804 2,392 16,603 9 
45,449 5,672 42,597 3 
1,600 lg 1,600 
7,288 858 7,288 
9,406 849 9,406 
186 18 186 
1,591 23 156 2 











Multifamily dwellings 


Amount 





$ 94,681 






5,229 


18,527 


2,619 


396 
406 


265 
4,904 
1,534 


11,682 


5,892 
890 


48 


2,109 


4,704 
815 
264 

1,277 

48 


5,603 
2,017 


376 
2,983 


2,600 
2,292 


12,201 
2,852 


1,435 
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November 2, 1971 


IN REPLY REFER TO: 
e 
Honorable George Romney 
Secretary of Housing and Urban Development or TH 
Washington, D. C. 20410 rye LIBRARY 
1912 
4x OF LINN 

The Annual Report of the Government National Mortgage Associative gain tne Ov 
period July 1, 1970, to June 30, 1971, is submitted herewith, At 


Dear Mr. Secretary: FEB ( 


An operating loss of approximately $55 million was absorbed by retained 
earnings from prior years. This loss results from a negative spread on the 
yield of mortgages in the portfolio and interest expense on borrowings. 
While the cost of Treasury borrowings has been increasing to an average 
interest rate of 6.009% in June, the yield on the portfolios decreased to 
4.679% primarily as a result of purchases of Section 221(d) (3) mortgages 
bearing interest at 3%. 


In the Mortgage-Backed Securities Program sales of the pass-through type 
exceeded $2.2 billion and sales of the bond-type amounted to $915 million, 
assisting in the financing of approximately 145,000 housing units. About 
$1.6 billion of commitments for future security sales were on hand at the 
year end. 


Under its Special Assistance Functions, direct purchase programs involved 
about $537 million of mortgage principal, which assisted in the financing 
of about 27,000 housing units. At year end, $756 million in commitments 
and reservations were outstanding. 


There was increased activity in the Special Assistance tandem plans with 
about 55,000 units and over $1 billion of principal provided for programs 
under Sections 235 and 236, rent supplement, and Operation BREAKTHROUGH 
programs. 


In Fiscal Year 1972, GNMA looks forward to a rapidly expanding program 
resulting from the institution of the Tandem Plan for unsubsidized mortgages 
and the expansion of the Mortgage-Backed Securities program to cover interim 
construction advances, sequential maturities and mobile home loans. 


Respectfully submitted, 


[Smale rst Ira 


Woodward Kingman 
President - GNMA 
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History and Purpose of the Government National Mortgage Association 


The Government National Mortgage Association, (GNMA), a corporation in the 
Department of Housing and Urban Development, originated with the creation of 
the National Mortgage Association of Washington, later renamed Federal National 
Mortgage Association or “Fannie Mae,” on February 10, 1938, under Title II of 
the National Housing Act. Effective November 1, 1954, FNMA was rechartered 
by the Congress as a mixed ownership corporation. On September 1, 1968, a 
basic legislative change was made. Congress enacted legislation to partition Fannie 
Mae into two continuing corporate entities. 


One was a new Fannie Mae, a government-sponsored but privately- 
owned corporation whose primary function is to provide a secondary mortgage 
market at auction prices. The other was the new Government National Mortgage 
Association, GNMA or “Ginnie Mae.” This corporation has now assumed 
responsibilities for the remaining two functions, the special assistance function 
and the management and liquidating function of the 1954-1968 Fannie Mae. 
GNMA also administers the mortgage-backed securities program which channels 
new sources of funds into residential financing through the sale of privately 
issued securities carrying a GNMA guaranty, backed by the full faith and credit 
of the United States. 


Highlights of GNMA Financial Activities 


Special Assistance Functions 


Commitments: 


Moderate income housing (Below Market 


Interest Rate) 


Rehabilitation Housing - Section 235(j) 


Tandem Plan - Section 235 
Tandem Plan - Section 236 


Tandem Plan - Operation Breakthrough 


Tandem Plan - Guam 
Others 


Mortgage Purchases: 


Moderate income housing (Below Market 


Interest Rate) 
Others 
Total mortgage purchases 
Repayments and other liquidations 
Portfolio end of year 
Management and Liquidating Functions 
Mortgage purchases from FHA 
Repayments and other liquidations 
Portfolio end of year 
Participation sales certificates: 
Retired 
Outstanding 
Mortgage-Backed Securities Program 
Guarantees issued: 
Bond type 
Pass-through type 


Commitments pending - pass through 


June 30, 1971 


$ 227,227,000 
18,633,000 
387,933,000 
669 331,000 

29 283,000 

3 342,000 
10,207,000 


$ 472,657,000 

45,040,000 
$ 517,697,000 
$ 164,213,000 


$3,552,454 ,000 


$ 18,973,000 
140,628,000 
$1,754,330,000 


$1,315,000,000 
6,005 000,000 


$ 915,000,000 
2,238,165 ,000 


1 626,668 000 


June 30, 1970 


$ 431,110,000 
8,914,000 
33,086,000 
182,882,000 


13,185,000 


$ 657,183,000 

101,820,000 
$ 759,003,000 
$ 92,557,000 


$3,198,970,000 


$ 58,359,000 
140,691,000 
$1,875,985 ,000 


$1,280,000,000 
7 320,000,000 


$ 400,000,000 
40,500,000 


157,427,000 











Fiscal Year in Summary 
Pass-Through Type Securities 


The first fiscal year of the “70’s” marked the first anniversary of the “Ginnie 
Mae” mortgage-backed securities program. After a modest beginning in February 
1970, with a sale of $2 million of the new certificates, the total issues one year 
later exceeded $650 million. Before the end of March 1971, the $1 billion mark 
had been reached, and with the year’s end on June 30, commitments exceeded 
$3.9 billion, of which sales totalled $2.278 billion, representing 637 separate 
issues and 5,849 certificates. Acceptance of the new security by the capital 
markets surpassed all expectations and it was sold to a wide range of investors. 
Although thrift institutions accounted for a large percentage due to their 
unexpectedly high cash positions, new sources of capital for housing were well 
represented, totalling nearly $400 million. The Mortgage Banker devoted its 
entire May issue to what it termed “the most significant development in 
mortgage financing since the introduction of Federal insurance.” 


GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 
MORTGAGE BACKED SECURITIES (PASS-THRU) 
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GROWTH OF MBS ISSUES DURING SIX MONTH PERIOD ENDING JUNE 30, 1971 


SOURCE; OFFICE OF SECRETARY-TREASURER 
0, 1971 


The year also saw the development of an active secondary market in the 
certificates. Several firms now maintain secondary markets and take positions in 
the securities. With this development, GNMA_ has prepared new guidelines 
designed to aid in the building of a secondary market and to make the securities 
more attractive by enhancing their liquidity. The importance of these securities 
in the market place has been shown by the formation of the GNMA Investment 
Banking Group composed of dealers involved with the buying and selling of 
pass-through securities. This group assists GNMA staff concerning problems in 
both the primary and secondary markets. 
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Issue 
Issuer_| Date 


FHLMC 11-19-70 


FHLMC 11-19-70 





1990-80 


1995-83 


1996-84 











Maturity 
Date 


127-72 


11-27-95 


1-26-73 


1970 





1971 





Two life insurance companies agree to purchase the first $2 million of a proposed 
$25 million issue of mortgage-backed securities. The securities, guaranteed by 
GNMA, will provide financing for core city areas and are part of the largest planned 
issue of its kind. Some 80 percent of the mortgages pooled in this commitment 
involve properties in the Chicago area. Participants in the commitment-to-purchase 
meeting are shown with Senator Charles H. Percy of Illinois and Woodward 
Kingman, President, Government National Mortgage Association. 


Bond Type Securities 


The mortgage-backed bond issues also showed marked increases. The Federal 
National Mortgage Association added $600 million to their previous issues for a 
total of $1 billion, early in the new year. This activity was followed by a second 
issuer in the program, the Federal Home Loan Mortgage Corporation, with an 
issue Of $315 million. The fiscal year ended with GNMA’s guarantee of bond 
type and pass-through type securities having made available more than $3.5 
billion in financing for approximately 195,000 new housing units. 


GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 
MORTGAGE BACKED BONDS 
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SOURCE: OFFICE OF SECRETARY-TREASURER. GNMA 
JUNE 30, 1971 
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Special Assistance Functions—Tandem Plan 


An additional $750 million in Presidential authority for special assistance 
functions was made available through the transfer of this amount from Congres- 
sional authority under the Emergency Home Finance Act of 1970. This 
important housing act, signed by President Nixon on July 24, 1970, also 
provided $750 million in new Presidential special assistance authority, along with 
the removal of the par purchase requirements from the Congressional authority 
and the increasing of the dollar ceilings under that authority. The signing 
ceremony is pictured below. 
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The “tandem plan” financing, under which GNMA commits to buy 
Government-underwritten mortgages on lower income housing at prices favorable 
to project sponsors and sells them to the Federal National Mortgage Association 
at market prices, received an additional $685 million in authorizations to aid 
BREAKTHROUGH and lower-income housing. This brings the total allocation 
for two years to $1.835 billion. Of the new authorization, $350 million was 
allocated for interest-assisted rental housing (under Section 236), and for rent 
supplement projects; $250 million for interest-assisted new construction for 
homeownership (Section 235); $60 million for permanent financing of prototype 
units of Operation BREAKTHROUGH, a HUD research and development pro- 
gram designed to encourage large-scale U.S. housing production, and $25 million 
for Guam housing. 


Other Program Activity 
Funds for disaster housing were increased by $5 million under an authorization 


of the President. The sum will provide assistance for areas struck by tornadoes 
and hurricanes in the South, and in other areas which may suffer future disasters. 
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GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


Combined Balance Sheet 
ASSETS 


Mortgages at cost 
Less: Mortgages subject to 
participation and trusts 
Net 


Equities in trusts 
Participation in construction 

loan advances 
Accrued interest receivable 
Other receivables 
Assets acquired through liquidation 

and claims against FHA and VA 
Cash and Government securities 
Deferred charges and miscellaneous 
Furniture and equipment 

Total Assets 


LIABILITIES 


Accrued interest on notes to 
U.S. Treasury 


Accounts payable and accrued liabilities 


Trust and deposit liabilities 
Deferred credits and leave liability 
Total Liabilities 


INVESTMENT OF U.S. GOVERNMENT 


Notes payable to U.S. Treasury 
Retained earnings 

Appropriated funds 

Total equity of U.S. Government 
Total liabilities and investment 


June 30, 1971 
$5 242,972,000 


1 730,368,000 
3 512,604,000 


382,062,000 


2,097,000 
13,595,000 
4,656,000 


13,318,000 
3,619,000 
2,157,000 


$3,934;108,000 


$ 103,051,000 
18,888,000 
97,556,000 

78,000 

$ 219,573,000 


$3 551,694,000 
156,762,000 
6,079,000 
4,535,000 


ay 
934,108,000 


$3 
$3 


June 30, 1970 
$5,008 ,159,000 


1,865 ,539,000 
3,142,620,000 


366,110,000 


12,846,000 
4,560,000 


8,566,000 
866,000 
2,829,000 
32,000 

$3,538 ,429,000 


84,115,000 
25,280,000 
84,063,000 
96,000 

$ 193,554,000 





GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


Combined Statement of Earnings 


INCOME 


Interest 
Commitment and other loan fees 
Discounts realized 
Mortgage backed securities fees 
Other 

Total 


EXPENSE 


Interest on notes to U.S. Treasury 
Fees for servicing mortgages 
Provision for losses 
Discounts paid under Tandem Plans 
Administrative expense 
Other 

Total 


Loss from operations 
Realization of deferred credit acquired 
from RFC (Reorganization Plan 
No. 2, 1954) 
Loss on trust operations 
Net Loss 


June 30, 1971 


$161,483 ,000 
5,616,000 
2,509 000 
1,260,000 

718,000 
$171,586,000 


$209 904,000 
8,129,000 

789 ,000 
2,887,000 
4,287,000 
385,000 
$226,381 ,000 


(54,795,000) 
927,000 


(1,634,000) 
$ (55,502,000) 


Fiscal Year Ended Fiscal Year Ended 


June 30, 1970 


$146,542 ,000 
7,558,000 
2,443,000 

58,000 
650,000 
$157,251 ,000 


$156,356,000 
8,241,000 
867,000 
215,000 
3,551,000 
308,000 
$169,538,000 


(12,287,000) 


(4,937,000) 
$ (17,224,000) 








Government National Mortgage Association 


Advisory Board 


J. Boone Aiken, Jr., President, Aiken Loan and Security Co., Florence, S.C., Past 
President, Mortgage Bankers Association of the Carolinas. 


Louis Bank, President, United Brokerage Mortgage Co., Philadelphia, Penna. 


Louis R. Barba, President, Barcon Associates, Chatham, N.J., Past President, 
National Association of Home Builders. 


W. P. Bridges, Jr., President, Bridges Loan and Investment Co., Inc., Jackson, 
Miss. 


Stuart Davis, Chairman, Great Western Financial Corp., Beverly Hills, Calif. 


David G. Fox, Fox and Jacobs Construction Co., Inc., Dallas, Texas, member 
Executive Committee, National Association of Home Builders. 


Hans Gehrke, Chairman, First Federal Savings and Loan Association, Detroit, Mich. 
Philip L. Greenawalt, President, The Kissell Company, Springfield, Ohio. 


Samuel W. Hawley, Executive Vice President, People’s Savings Bank, Bridgeport, 
Conn. 


John V. Krehbiel, Aetna Life Insurance Co., Pasadena, Calif., Director, American 
Society of Chartered Life Underwriters. 


Carl H. Lindner, Chairman, American Financial Corp., Cincinnati, Ohio. 

Louis H. Meyer, President, Associated Mortgage Companies, Washington, D.C. 
Alfred S. Mills, Chairman, New York Bank of Savings, New York, N.Y. 

Robert M. Morgan, Chairman, Boston Five Cents Savings Bank, Boston, Mass. 


Robert H. Pease, Senior Vice President, Draper and Kramer, Inc., Chicago, IIL., 
Past President, Mortgage Bankers Association of America. 


Horace J. Rodgers, Vice President, Standard Mortgage Corp., Southfield, Mich. 


Clarke C. Stayman, Senior Vice President, First National Bank of Chicago, 
Chicago, Ill. 


August M. Strung, Executive Vice President, Bowery Savings Bank, New York, N.Y. 


Robert Sutro, Chairman, Ralph C. Sutro Company, Los Angeles, Calif. 


Q. V. Williamson, President, Q. V. Williamson and Co., Inc., Atlanta, Ga., Past 
President, National Association of Real Estate Brokers. 
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George Romney 
Secretary 
Secretary of Housing 
and Urban Development 
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In accordance with an order of George Romney, Secretary of Housing and Urban 
Development 20 leaders in the housing and home finance industries were appointed 
to serve as members of the Advisory Board of HUD’s Government National Mort- 
gage Association. The Board is to advise the Secretary on the establishment and 
evaluation of policies and programs of GNMA. Woodward Kingman, President of 
GNMA, is Chairman of the Board. The first meeting of the Advisory Committee, 
held on June 17, 1971, in the Under Secretary’s Conference Room, is pictured below. 
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OFFICIALS 





Richard C. Dyas 
Executive Vice President 





Raymond J. Seitz Vilmer N. Nelson 


Assistant to the Controller Assistant Secretary-Treasurer 
John L. Burke George B. Easson 
Vice President-Controller Assistant Secretary-Treasurer 


Albert J. Fulner, Jr. 
Secretary-Treasurer 







William L. Rollins 
Executive Assistant 





Austin P. Frum 
Director, Office of 
Mortgage-Backed Securities 


William A. Wildhack 
Assistant Director 


Carl M. Grenn 
Director of Loans 
Richard D. Marshall 
Associate Director 


Miguel A. Juara 
Loan Specialist 


Carl E. Lindstrom 
Loan Specialist 
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November 1, 1972 


[INSREPEY REP ER. Tos 


THE LIBRARY OF THE 


Honorable George Romney JL 23 1974 
Secretary of Housing LAS W 
and Urban Development 
1 NIVERSITY OF IL ‘ 
Washington, D. C. 20410 eA lit rae 


Dear Mr. Secretary: 


The Government National Mortgage Association is pleased to submit its 
Annual Report for the fiscal year ending June 30, 1972. 


During the year an additional $3.5 billion of GNMA mortgage-backed 
securities were issued, representing a 12 percent increase over the 
amount issued in fiscal 1971. It is estimated that GNMA assisted in the 
financing of approximately 175,000 housing units through this function 
in the past year. Pass-through type securities accounted LOLs ceo 
billion, bringing the total issued for this type to $4.8 billion at 
June 30. Issuance of $1 billion bond-type securities during the year 
resulted in $2.2 billion outstanding at June 30, 1972. 


Under its Special Assistance functions, GNMA issued commitments Ota ier 
billion (approximately 345,000 dwelling units) of which $4.3 billion were 
under tandem plans for subsidized mortgages and $2.9 billion were under 
the new tandem plans for unsubsidized mortgages. 


The net loss of $117 million resulted principally from the negative 
spread on the yield of mortgages in the GNMA portfolio and interest 
expense on borrowings from the Treasury. The average Treasury interest 
rate on borrowings in June was 6.086 percent whereas the yield on the 
portfolio was only 4.312 percent, primarily as a result of purchase of 
Section 221(d)(3) mortgages bearing interest at 5 percent. The balance 
of the loss reflects the cost of discounts absorbed by GNMA under the 
Tandem Plan, totaling $37.9 million on subsidized mortgages and $17.3 
million on unsubsidized mortgages. 


Having now expanded the mortgage-backed securities program to include 
mobile home loans, construction loans, and serial maturities, GNMA looks 
forward in fiscal 1973 to providing further innovations and meaningful 
contributions to the area of housing finance in fulfillment of the 
Department's housing goals. 


Respectfully submitted, 


Cd Lveadl Tes 


Woodward Kingman 
President, GNMA 
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The Government National Mort- 
gage Association (GNMA\), a corpora- 
tion in the Department of Housing 
and Urban Development, has _ its 
origins in the National Mortgage 
Association of Washington, which was 
created on February 10, 1938, pur- 
suant to Title Ill of the National 
Housing Act. On April 11, 1938, the 
latter's corporate name was changed 
to Federal Nation Mortgage Associa- 
tion (FNMA) or “Fannie Mae.’ 
Effective November 1, 1954, FNMA 
was rechartered by the Congress into 
a mixed ownership corporation. Pur- 
suant to the Housing and Urban 
Development Act of 1968, the Fed- 
eral National Mortgage Association 
Was partitioned into two separate cor- 
porate entities. 

One was a new Federal National 
Mortgage Association, a government- 
sponsored but privately-owned cor- 
poration whose primary function is 
to provide a secondary mortgage mar- 
ket for a viable housing economy, 
primarily by purchasing mortgages at 








History 
and Purpose 


of Ihe Government 
National Mortgage 


Association 


market prices through auctions. The 
other was the new Government Na- 
tional Mortgage Association or 
“Ginnie Mae.”’ 

GNMA assumed responsibility for 
those mortgage purchasing functions 
which could not economically be car- 
ried out in the private sector, 
namely: (1) the Special Assistance 
Functions designed to provide special 
assistance for selected types or cate- 
gories of housing for which usual and 
customary financing was unavailable 
and (2) the Management and Liquida- 
tion of certain federally-owned mort- 
gages such as those acquired by 
FNMA prior to November 1, 1954. 

Pursuant to the Housing and 
Urban Development Act of 1968, 
GNMA was also authorized to admin- 
ister the Mortgage-Backed Securities 
Program which channels new sources 
of funds into residential financing 
through the sale of privately-issued 
securities carrying a GNMA guaran- 
tee, backed by the full faith and 
credit of the United States. 











eas 


Financial Activities 


Special Assistance Functions 


June 30, 1972 





Commitments: 

Tandem Plans: 
Guam 
Section 235 
Section 236 
Operation Breakthrough 
Unsubsidized- multifamily 
Unsubsidized - new single family 
Unsubsidized - existing single family 

Moderate income housing (Below Market 
Interest Rate) 

Others 
Total commitments 


Mortgage Purchases: 

Tandem Plans (awaiting resale) 

Moderate income housing (Below Market 

Interest Rate) 

Others 

Total mortgage purchases 
Repayments and other liquidations 
Portfolio end of year 


Management and Liquidating Functions 


Mortgage purchases from FHA 
Repayments and other liquidations 
Portfolio end of year 


Participation sales certificates: 
Retired 
Outstanding 
Mortgage-Backed Securities Program 
Guarantees issued: 
Bond-type 
Pass-through 
Commitments outstanding - pass-through 





$ 39,004,000 
2,199 827,000 
2,070,540 ,000 

29 154,000 
930,883,000 
535,748,000 

1,338,554 ,000 


70,577,000 
16,092,000 
7,230 379 ,000 


323,577,000 


239,764,000 
24,113,000 
587 454 000 
267 697,000 
3,872,211,000 


301,000 
377 684 ,000 
1,376,947 ,000 


1,085,000 ,000 
4,920 000,000 


1,000,000 ,000 
2,518,266 ,000 
1,760,075,000 








Fiscal 


Year In 
summary 


Special Assistance Functions 
—Tandem Plan 

Special Assistance through the 
Tandem Plan developed considerably 
in fiscal year 1972. When it was first 
established in late 1969, its opera- 
tions were directed to giving support 
to financing of low-income housing 
by eliminating many, if not all, dis- 
count points on subsidized mortgages. 
GNMA purchased these mortgages at 
prices favorable to sponsors (a price 
of par or full face value of multi- 
family mortgages and a price of 97 
percent for home mortgages) and 
then sold them to FNMA at market 
prices, absorbing the differential in 
“points’’ as a subsidy. 

In August 1971, GNMA_an- 
nounced a major expansion in_ its 
Tandem Plan, made possible by a 
Presidential authorization of $2 
billion in Special Assistance funds, 
whereby GNMA could contract to 
buy unsubsidized residential FHA and 
VA mortgages at a price of 96 on 
new construction and at 95 on exist- 
ing homes. During the summer inter- 
est rates had turned sharply upward, 
causing deep discounts on 7 percent 
FHA mortgages and threatening a 
slow-down in housing starts. GNMA‘s 
support of the mortgage market 
through the expanded Tandem Plan 
enabled retention of the 7 percent 
FHA interest rate, and thereby pro- 
vided direct assistance to the home- 
buyer by not increasing his monthly 
mortgage payment and to the overall 
economy by stimulating employment 
and maintaining the Nation’s housing 
goals. Under the expanded Tandem 








Plan GNMA made total mortgage pur- 
chase commitments of $2.6 billion, 
of which $1.7 billion were then sold 
at market prices to private investors 
to “roll-over’’ or replenish its authori- 
zation. 

On September 9, 1971, GNMA 
conducted its first sales auction of 
these commitments covering unsubsi- 
dized mortgages to private investors, 
and established its first interim selling 
price (ISP) at 93.50 under which 
originators-sellers could purchase 
single family and multifamily com- 
mitment contracts previously exe- 
cuted or to be executed. Four sub- 
sequent sales auctions of mortgages 
actually purchased were held by 
GNMA during fiscal year 1972, as a 
result of which the ISP was raised in 
October 1971 to 94.25, in November 
1971 to 95, in December 1971 to 
95.50, and in February 1972 to 96, 
reflecting the downward trend in 
interest rates. 

GNMA's Tandem Plan opera- 
tions, by providing over $2.6 billion 
in financing for mortgages at a 7 
percent interest rate without the need 
for charging deep discounts, was a 
contributing factor in the downward 
trend in interest rates and accordingly 
reduced the cost of subsidies for the 
program, which so far totals less than 
$20 million. This mechanism has also 
complemented the President’s efforts 
in his war against inflation through 
Wage-price controls, which were 
announced at about the same time as 
the expanded Tandem Plan. 





In} May 1972, GNMA_ further 
revised its Tandem Plan to provide an 
opportunity for FHA-approved mort- 
gagees to purchase the __ interest- 
subsidy mortgages in the same 
manner as in the new program for 
unsubsidized mortgages. Previously, 
GNMA had sold all the subsidized 
mortgages to its tandem _ partner 
FNMA, but through this revision 
GNMA is encouraging participation of 
the private sector in the permanent 
financing of low-income housing. The 
first auction of interest-subsidy home 
mortgages in the. amount of $229 
million was held on June 27, 1972. 


Other Special Assistance 
Program Activity 

Funds for GNMA‘s Special Assist- 
ance Program for Disaster Housing 
were increased by $5 million in No- 
vember 1971 under an authorization 
by the President. These funds were 
used to provide assistance for families 
who were victims of flooding and 
tornadoes in areas declared by the 
President to be major disasters. 

In February 1972, GNMA  be- 
came a joint sponsor with FNMA in 
the Loan Correspondent Program in 
co-sponsoring eight mortgage bankers 
from members of minority groups. 
The loan correspondent companies 
are capitalized in part by preferred 
stock held by a nonprofit corporation 
which in turn is financed by a FNMA 
grant of $100,000 and a $500,000 
loan by the Ford Foundation. Opera- 
tions of the companies are actively 
supervised by FNMA with the aim of 
developing them to the point of self- 


sufficiency and independent relation- 
ship with FNMA and mortgage in- 
vestors generally. 

As a result of the rapid popula- 
tion growth in recent years which 
resulted in a tight housing market on 
the Island of Guam, on March 7, 
1972 GNMA revised and substantially 
increased its Special Assistance Pro- 
gram for Guam by converting it to a 
Tandem Plan program covering resi- 
dential mortgages, whereby commit- 
ments to purchase mortgages may be 
assigned by GNMA to FNMA or 
other private investors which will per- 
form under the commitment con- 
tracts. The President authorized $25 
million for this program. 


Management and 
Liquidating Functions 

Under the Management and Liq- 
uidating Functions, GNMA manages 
and liquidates for the account of the 
Government a portfolio of mortgages 
including those acquired pursuant to 
contracts entered into between Feb- 
ruary 10, 1938 and November 1, 
1954. On February 25, 1972, GNMA 
conducted an auction of mortgages 
from this portfolio which were origi- 
nated within the previous three and 
one-half years to finance sales of 
properties acquired by the Secretary 
of HUD in the course of the adminis- 
tration of FHA programs. As of June 
30, 1972, there were 184,171 mort- 
gages in the M&L portfolio, repre- 
senting $1.4 billion. 

Under these functions, GNMA 
also acts as a fiduciary in respect to 
the sale of participations in its own 


mortgages and in mortgages or obliga- 
tions of other agencies of the Federal 
Government. 

The certificates represent bene- 
ficial interests in future payments of 
principal and interest on pools of 
mortgages or obligations set aside for 
these purposes. As of June 30, 1972, 
there were $4.92 billion participation 
certificates outstanding from the 
original $9.6 billion issued. There 
have been no new offerings since 
August 1968. 





Mortgage-Backed 
securities 
Program Pass-Through Type Securities 


The acceptance of this new form 
of security was further enhanced by 
the strong demand in the market place 
for ‘Ginnie Mae’’ pass-throughs dur- 
ing fiscal year 1972. New_ issues 
amounted to $2.5 billion, bringing the 
total of the program up to $4.8 
billion since it was inaugurated in 
February 1970. The commitments to 
issue mortgage-backed securities in- 
creased sharply during the last fiscal 
year and exceeded $7.5 billion on 
June 30, 1972. 


BILLIONS OF DOLLARS 
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GNMA staff was able to institute new 
transfer techniques which facilitated 
the systematic flow of these securities 
to new holders. The monthly  tele- 
phone reporting by the issuers of the 
balance of the securities in the pools 
provided GNMA with the information 
necessary to initiate a system ena- 
bling daily trades of these securities. 
The nationwide distribution of this 
data through the facilities of a finan- 
cial publisher has enabled security 


dealers to determine the present prin- 


GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 
MORTGAGE BACKED SECURITIES (PASS-THROUGH) 
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With this impressive growth in 
new issues, the activity of the second- 
ary market showed equally dramatic 
growth. Through the cooperation of 
both issuers and security dealers, the 








JAN FEB MAR APR 


1972 


MAY JUN 


GROWTH OF MBS ISSUES DURING TWELVE MONTH PERIOD ENDING JUNE 30, 1972 


SOURCE OFFICE OF SECRETARY TREASURER 


cipal amount of the certificates with- 
out the need of contacting issuers. 
The liquidity of these securities is 
best exemplified by the fact that over 
$800 million were traded in the 



































secondary market during the last 
three months of the fiscal year. As 
the participants in the market became 
more knowledgeable concerning these 
securities, the composition of in- 
vestors changed to reflect the achieve- 
ment of GNMA‘s goal to attract new 
sources of funds into the mortgage 
and housing areas. (See graph on 
page 9). 

The introduction of three new 
types of securities broadened the 
GNMA_ mortgage-backed _ securities 
program during the past year. 
GNMA‘s guaranty of — securities 
backed by  FHA-insured mobile 
homes provided an alternative to con- 
ventional financing through which, in 
the past, most mobile home loans 
have been handled at a rate of 12 
percent to 15 percent. Since GNMA 
securities backed by FHA Title | 
loans can be sold to investors at a 
yield of slightly over 7 percent, this 
new program provides the mobile 
home buyer an opportunity to make 
purchases with substantially lower 
down payments and with monthly 
payments which are 15 percent to 20 
percent less than through conven- 
tional financing. 

The guarantee of certificates 
backed by FHA-insured advances on 
construction covering multifamily 
housing projects, hospitals, and nurs- 
ing homes and the conversion of 
these securities to permanent securi- 
ties upon completion of construction 
orovides a still greater potential of 
financial assistance for project loans. 
Through this program, sponsors can 
benefit from lower financing costs 














since the permanent investor can put 
money to work faster than if he 
waited until completion of construc- 
tion. 

In an effort to attract new inves- 
tors—and particularly non-mortgage- 
oriented investors—to the Mortgage- 
Backed Securities Program, GNMA 
announced in October 1971 a varia- 
tion of its pass-through security in 
the form of ‘‘serial notes.’’ This new 
form of security offers the investor a 
wide selection of maturities that can 
be tailored to meet his specific needs. 
Through June 30, 1972, eleven issues 
representing $55 million were sold. 


Bond-Type Securities 

The Federal Home Loan Mort- 
gage Corporation was the sole issuer 
of mortgage-backed bonds in fiscal 
1972. Coming to market on three 
different occasions, the FHLMC sold 
$1 billion of bonds with the guaranty 
of GNMA. On June 30, 1972, there 
were $2.165 billion of the ‘‘bond- 
type’ securities outstanding, with the 
other issuer, Federal National Mort- 
gage Association, being accountable 
for $850 million. 


ABOVE LEFT—Secretary Romney and 
Woodward Kingman witnessing 
completion of the first sale of a 
GNMA security backed by 
FHA-insured mobile home loans to 
the National Automobile Dealers 

and Associates Retirement Trust. 


BELOW LEFT—Participants in the 
first $5 million sale of the new GNMA 
serial notes to the State of Minnesota 
Board of Investment and the Dollar 
Savings Bank shown with Woodward 
Kingman, President Government 
National Mortgage Association. 
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OWNERSHIP OF GNMA MORTGAGE BACKED SECURITIES 
(PASS-THROUGH) 


JUNE 30, 1972 


TOTAL ISSUED $4.8 BILLION 













































































































































































































































































































































































INDIVIDUALS .82% 


COMMERCIAL BANKS 
4.45% 


RETIREMENT-PENSION 
FUNDS 5.39% 


CREDIT UNIONS 6.32% 


MORTGAGE & INVESTMENT BANKERS 8.23% 


ALL OTHERS INCL. NOMINEES, 
PARTNERSHIPS & CORPS. 9.53% 


SAVINGS BANKS 19.40% 


SOURCE. OFFICE OF SECRETARY-TREASURER 
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Combined Balance Sheet 
Assets 


Mortgages at cost 
Less: Mortgages subject to 
participation and trusts 
Net 


Equities in trusts 

Participation in construction loan 
advances 

Accrued interest receivable 

Other receivables 

Assets acquired through liquidation 
and claims against FHA and VA 

Cash and Government securities 

Deferred charges and miscellaneous 


Total Assets 
Liabilities 
Accrued interest on notes to U.S. 
Treasury 
Accounts payable and accrued 
liabilities 
Trust and deposit liabilities 
Leave liability 
Total liabilities 
Investment of U.S. Government 
Notes payable to U.S. Treasury 
Retained earnings 
Appropriated funds 


Total equity of U.S. Government 


Total liabilities and investment 


June 30, 1972 
$5,195,138,000 


1,59 1,009,000 
3,604 ,129,000 


410,023,000 
5,973,000 
15,901,000 
8,669,000 
15,594,000 
4,064,000 
1,822,000 


4 066,175,000 


$ 108,643,000 
27,085,000 
93,929,000 


229,657,000 


$3,781 390,000 
39,448,000 
15,680,000 

3,836,518,000 


4 ,066,1 75,000 








June 30, 1971 
$5,242,972,000 


1,730,368,000 
3,512,604 ,000 


382,062,000 
2,097,000 
13,595,000 
4,656,000 
13,318,000 
3,619,000 
2,157,000 


3,934,108,000 


$ 103,051,000 
18,888,000 
97,556,000 

78,000 


219,573,000 


$3,551,694 ,000 
156,762,000 
6,079,000 
3,714,535,000 


3,934,108,000 
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Combined Statement of Earnings 


Income 


Interest 

Commitment and other loan fees 
Discounts realized 
Mortgage-backed securities fees 
Other 


Total 
Expense 


Interest on notes to U.S. Treasury 
Fees for servicing mortgages 
Provision for losses 
Tandem plan costs: 

Subsidized 

Unsubsidized 
Administrative 
Loss from sale of mortgages 
Other 


Total 
Loss from operations 


Gain or (loss) on trust operations 
Realization of deferred credit 


acquired from RFC (Reorganization 


Plan No. 2, 1954) 


Termination of contingency reserve 
for mortgages acquired from HUD 


Adjustments affecting prior years 


Net loss 


Fiscal Year Ended 


June 30, 1972 


$154,740,000 
2,601,000 
6,658,000 
3,081,000 
1,719,000 


168,799,000 


$226,241 ,000 
6,938,000 
1,213,000 


37,887 ,000 
17,339,000 
6,568 ,000 
8,249 000 
824 ,000 
305,259 ,000 
(136,460,000) 
11,315,000 
2,238,000 


5,745,000 
(153,000) 


(117,315,000) 





EDEL LEE EL i aS 


Fiscal Year Ended 


June 30, 1971 


$161,483,000 
5,616,000 
2,509,000 
1,260,000 
718,000 


171,586,000 


$209 ,904 ,000 
8,129,000 
789,000 
2,887,000 
4,287,000 
385,000 
226,381,000 
(54,795,000) 
(1,634,000) 


927,000 


(55,502,000) 






























Secretary of Housing and Urban 
Development with GNMA Officials: 
Front Row, left to right: John L. Burke, 
Vice President (Fiscal Management); 
Richard C. Dyas, Executive Vice 
President; Secretary George Romney; 
Woodward Kingman, President, GNMA. 
Second Row, left to right: Raymond 

J. Seitz, Controller; William L. Rollins, 
Executive Assistant; Carl M. Grenn, 
Director of Loans; William A. Wildhack, 
Director, Mortgage-Backed Securities 
Division; Benjamin L. Wesson, Office 

of the General Counsel; and Albert J. 
Fulner, Jr., Secretary-Treasurer. 
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ABILENE SAVINGS ADVANCE MORTGAGE AIKEN LOAN & SECURITY ALBUQUERQUE NATIONAL BANK ALMOUR SECURITIES 
AMERICAN BANK & TRUST AMERICAN CITY BANK AMERICAN CONTINENTAL MTG AMERICAN GENERAL INVESTMENT 
AMERICAN MTG CO AMERICAN NATL BANK OF JACKSONVILLE AMERICAN NATIONAL MTG CO AMORTIBANC INVESTMENT 
ANAHEIN S&L ASSN D ANSLEY CO APPLEWHITE MTG & INVESTMENT ATICO MORTGAGE CORP ASSOCIATED MORTGAGE 
ASSOCIATED EAST MORTGAGE AUBURN SAVINGS AUSTIN MTG & TRUST BAIRD & WARNER BALLARD MORTGAGE 
BALTIMORE FEDERAL S&L BANCAL MORTGAGE BANK OF AMERICA BANK OF FINANCE BANKERS BOND & MTG BANKERS 
MTG ASSOCIATES BANKERS MORTGAGE BANKERS MTG CO OF CALIFORNIA BANKERS TRUST S&L JAMES T BARNES 
FREDERICK W BERENS BERENS MORTGAGE BANKERS BETTILYON MTG LOAN BOISE CASCADE HOME & LOAN MTG BOND 
& MTG CO OF NEW JERSEY BOYLE MORTGAGE BRADLEY MORTGAGE BRENTWOOD MORTGAGE BOGLEY HARTING 
MAHONEY & LEBLING BUHLER MORTGAGE CO CNB MORTGAGE CALIFORNIA MORTGAGE SERVICE CAMERON BROWN CO 
CAPITAL MTG CORP CAROLINA NATIONAL MGT INVESTMENT CO CARRUTH MORTGAGE CENTRAL MTG CITIZENS FEDERAL 
S&L CITIZENS MTG CORP CITY SUBURBAN MTG CO CITIZENS & SOUTHERN NATL BANK CITY BOND & MTG CO CITY 
NATIONAL MORTGAGE COAST MORTGAGE CO COLLATERAL INVESTMENT CO COLONIAL MTG COLONIAL MTG CO OF 
INDIANA COLONIAL MORTGAGEE COLONIAL MTG SERVICE COLUMBIA BANKING S&L COLUMBIA MTG CORP THE COLWELL 
CO COMMERCE MORTGAGE COMMERCIAL MTG CO THE COMMONWEALTH CORP COMMONWEALTH INC COMMONWEALTH 
MORTGAGE CO COMMUNITY FUNDING CORP COUNTRYWIDE FUNDING CORP CONSERVATIVE MTG CO CONSOLIDATED MTG 
CORP CONTINENTAL BANK CONTINENTAL INC COSMOPOLITAN MTG CO CHARLES F CURRY CO DELMAR FINANCIAL CO NO 
2 DOBSON & JOHNSON DOWNEY S&L EASTERN SERVICE CORP EBERHARDT CO EMBANQUE CAPITAL CORP EMBRY 
MORTGAGE ENGEL MORTGAGE SAMUEL C ENNIS CO FARM & HOME SAVINGS ASSN FICKLING AND WALKER FIDELITY 
BOND & MTG FIDELITY INVESTMENT CO FINANCE CORP FIRST ATLANTIC FIRST CONTINENTAL MORTGAGE FIRST 
FEDERAL S&L OF AURORA FIRST FEDERAL S&L OF PHOENIX FIRST FEDERAL S&L OF WISCONSIN FIRST FEDERAL S&L 
OF WORCESTER FIRST FIDELITY MORTGAGE FIRST FUNDING CORP FIRST INVESTMENT CO FIRST MTG CORP FIRST NATL 
BANK OF COLORADO SPRINGS FIRST MTG CO OF TEXAS 1ST NATL BANK OF DENVER 1ST NATIONAL BANK OF MEMPHIS 
1ST NATL BANK OF MINNEAPOLIS FIRST NATL BANK OF OREGON FIRST NATL BANK & TRUST CO OF PEKIN FIRST NATL 
MORTGAGE FIRST ORLANDO MORTGAGE 1ST PENNA BANK & TRUST 1ST SECURITY BANK OF IDAHO FIRST SECURITY 
BANK OF UTAH FIRST BANK MORTGAGE THOMAS J FISHER CO FLORIDA TITLE & MGT CO FORMAN MORTGAGE CO FORT 
WAYNE MORTGAGE FORT WORTH MORTGAGE J E FOSTER & SON L L FREEMAN INC FULTON & GOSS INC GALBREATH 
MORTGAGE PERCY GALBREATH & SON GARRETT-BROMFIELD MTG GENERAL MORTGAGE CORP GERSHMAN INVESTMENT 
GIDDINGS CO GIBRALTAR S&L GILL COMPANIES GLOBE MORTGAGE GRAHAM MORTGAGE GRINNAN MORTGAGE A L 
GROOTEMAAT & SONS GUILD MORTGAGE GULF COAST INVESTMENT HALL INVESTMENT HAMILTON MTG & INVESTMENT 
CO JAMES E HANSON CO HARRIS MORTGAGE CO HARTGER & WILLARD MTG ASSOCIATES HINTON MTG & INVESTMENT 
HOME MTG OF EL PASO HOUSING INVESTMENT CORP SCOTT HUDGENS REALTY & MTG HUNTOON PAIGE & CO IDS 
MORTGAGE CORP IMPERIAL BANK INSTLCORP INC INTER-ISLAND MORTAGEE INTERNATIONAL MORTGAGE INTERNATIONAL 
CHARTER MTG INVESTOR’S MORTGAGE SERVICE IOWA-DES MOINES NATL BANK IOWA SECURITIES JACKSON CO 
JACKSONVILLE NATL BANK JAMES FINANCIAL CORP JERSEY MTG CO JERSEY REALTY SALES GLENN JUSTICE MORTGAGE 
KARDON INVESTMENT KASSLER & CO KASSLER/WEST MTG CORP JOHN T KELLER MTG KENSINGTON MTG & FINANCE 
KENTUCKY MORTGAGE KIMBROUGH INVESTMENT J I KISLAK MTG CORP THE KISSEIL CO KNUTSON MTG & FINANCE 
AUGUST KOHN CO LAKE MORTGAGE LAMBRECHT REALTY R H LAPIN CO LARSON MORTGAGE L E LAY CO LEADER 
MORTGAGE LINCOLN S&L LOMAS & NETTLETON LONWORTH CROW CO LOPER MORTGAGE LOUISIANA COMPANIES LOWELL 
SMITH & EVERS LUBBOCK NATL BANK H J LUDINGTON INC LUMBERMEN’S INVESTMENT MAGER MORTGAGE MAGNA 
MORTGAGE MANUFACTURERS NATL BANK OF DETROIT MARBLE MTG CO MARGARETTEN CO MASON-McDUFFIE 
McCAUGHAN MTG CO McMILLAN MTG CO MECO MORTGAGE CORP MERCANTILE BANK & TRUST MERCANTILE MTG CO 
MERCURY MTG SERVICE CORP MERIDAN MTG CO JAMES F MESSINGER CO METROPOLITAN MTG CORP METROPOLITAN 
MTG CO OF OHIO METROPOLITAN MTG FUND MICHIGAN MTG CORP MIDLAND FEDERAL S&L MIDLAND MTG CO 
MID-STATES MTG CORP MIDWEST FEDERAL S&L MIDWEST MORTGAGE CO WENDELL J MILLER MTG CO MODERN 
AMERICAN MTG MOLTON ALLEN & WILLIAMS MOORE MORTGAGE CO MONTGOMERY STREET MTG CORP MORTGAGE 
ASSOCIATES MORTGAGE-INSURANCE CORP MTG INVESTMENT OF EL PASO MTG INVESTMENT CORP MORTGAGE SECURITIES 
INC MORTGAGE & TRUST MOUNTAIN STATES FINANCIAL CORP MURRAY INVESTMENT CO NCNB NATIONAL BANK OF 
ALASKA NATIONAL BANK OF SOUTHFIELD NATIONAL HOMES ACCEPTANCE CORP NATL MTG CORP OF AMERICA NEW 
MEXICO S&L NATIONAL FIRST MTG CORP NORTH AMERICAN MTG CORP NORTHLAND MTG CO NORTH NEW YORK S&L 
NORTH SIDE BANK NOWLIN MTG CO OAK PARK FEDERAL S&L O’BRIEN & PAIN INC OHIO CITIZENS TRUST CO OLYMPIC 
MTG CORP OREGON MUTUAL SAVINGS BANK OVERLAND-WOLF INC PACIFIC NATL BANK OF WASHINGTON PACIFIC S&L 
PALOMAR FINANCIAL JAMES H PENCE CO PEOPLES MORTGAGE CO PEOPLES’S SAVINGS BANK-BRIDGEPORT 
PHIPPS-HARRINGTON CORP H S PICKRELL CO PIONEER MORTGAGE CORP L M PRIMACK INC PROVIDENT MTG PUERTO 
RICO FINANCIAL CORP REAL ESTATE FINANCING INC REALTY MTG & SALES CO THE REDWOOD BANK REGENCY 
EQUITIES CORP REGIONAL INVESTMENT CO RELIANCE TITLE CO REPUBLIC MORTGAGE CORP RIGGS NATIONAL BANK H & 
VAL J ROTHSCHILD INC JAMES W ROUSE CO JACOB RUBIOLA CO RYAN MORTGAGE CO SAN DIEGO FEDERAL S&L 
SAVINGS BANK TRUST CO-NORTHWEST B F SAUL CO SCHUMACHER MORTGAGE CO R E SCOTT MTG CO SEATTLE TRUST & 
SAVINGS BANK SECURITIES-INTERMOUNTAIN INC SECURITY NATL BANK SECURITY S&L ASSN SESSIONS MORTGAGE CO 
SHAKER SAVINGS ASSN SHELTER MORTGAGE CORP SHERWOOD & ROBERTS INC SIBLEY CORP SIMMONS FIRST NATL BANK 
OF PINE BLUFF SIVART MORTGAGE CORP SONOMA MTG CO SOUTHEASTERN HOME MTG CO SOUTHERN CALIFORNIA MTG 
& LOAN CORP SPARTACUS SECURITIES INC SOUTHERN TRUST & MTG CO SPRINGFIELD EQUITIES LTD STANDARD 
MORTGAGE CORP STOCKTON WHATLEY DAVIN CO STOCKTON WHITE CO RALPH C SUTRO CO THARPE & BROOKS INC 
THOMAS & HILL INC TRINITY MTG CO OF DALLAS UNDERWOOD MTG & TITLE CO UNIONAMERICA UNION FEDERAL S&L 
OF NEW YORK UNITED BANK OF DENVER UNITED BROKERS MTG CO UNITED CALIFORNIA BANK UNITED CALIFORNIA 
MTG CO UNITED FIRST MTG CORP UNITED INSTITUTIONAL SERVICING CORP UNITED MTG CO OF TEXAS U S MORTGAGE 
UNITED VIRGINIA MORTGAGE CORP UNITY SAVINGS ASSN VALLEY NATIONAL BANK OF ARIZONA VALLEY NATIONAL 
BANK VIRGINIA INVESTMENT MTG CORP VIRGINIA MTG & INVESTMENT WACHOVIA MTG CO WASHINGTON MTG CO 
WALKER & LEE MTG CO WATERFIELD MORTGAGE CO E S WATTS & CO WELLS FARGO BANK WESTLAND MORTGAGE 
SERVICE CO WEYERHAEUSER MGT CO WHITCOMB & KELLER MTG CO C DOUGLAS WILSON CO PERCY WILSON MTG & 
FINANCE CORP WORTHEN BANK & TRUST CO ZENITH MORGAGE CO ZIONS FIRST NATIONAL BANK JAY F ZOOK INC 
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


WASHINGTON, D.C. 20411 
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November 1, 1973 yup LIBRARY OF THE 


Honorable James T. Lynn 
Secretary of Housing UI 93 [\UsA IN REPLY REFER To: 
and Urban Development wit 


Washington, D.C. 20410 
UNIVERS ITY OF ILL} NOIs 


AT. URBANA-CHAMPAIGN 
Dear Mr. Secretary: MPAIG? 


The Government National Mortgage Association is pleased to submit its Annual 
Report for the fiscal year ending June 30, 1973. 


The year witnessed a significant tapping of new sources of investment capital 
for the financing of housing through the Mortgage-Backed Securities Program. 
Since March 30, over 80 percent of the sales of "pass-through" securities 
have been to pension funds, trust accounts, bank securities portfolios and 
other investors that had not traditionally invested in mortgages. During the 
year new issues of pass-through securities totaled $2.54 billion, bringing 
the amount issued since inception of the program to $7.33 billion. 


Bond-type securities in the amount of $1.04 billion were issued under GNMA 
guaranty by the Federal National Mortgage Association and the Federal Home 
Loan Mortgage Corporation. Total securities of this type in the amount of 
$3.36 billion have been issued throughout the life of the program. To date 
there has been no default by any issuer of the $10.69 billion total in both 
types of securities issued under the program. 


Under its Special Assistance Functions during the past year, GNMA issued 
commitments of $4.785 billion. Of this amount $2.99 billion were under the 
Tandem Plan for subsidized mortgages, and $1.773 billion were under the 

Tandem Plan for unsubsidized mortgages. The $183.1 million impairment of 
capital for the fiscal year comprises: (1) $68 million from a negative spread 
between the yield of mortgages in the portfolio (averaging 4.11%) and interest 
expense on borrowings from the Treasury (averaging 6.27%); (2) $52.3 million 
in cost of discounts absorbed under the Tandem Plan, including $51.1 million 
on subsidized mortgages and $1.2 million on unsubsidized mortgages; and (3) 
$62.8 million in loss from sale of mortgages from the portfolio. 


A total of $2.4 billion of mortgages was sold in auctions during the year, 
partly in implementation of the Tandem Plan and partly to achieve negative 
cash outlays required by the budget. The Mortgage-Backed Securities Program 
proved to be an effective vehicle for achieving favorable prices in these 
auctions, as a high percentage of the mortgages sold were purchased for 
inclusion in pools of mortgages supporting issues of pass-through securities. 


Respectfully submitted, 


Woodward Kingman A 
President, GNMA 








Table of Contents 


3 


ONDODDATHL 


10 
11 
12 


History and Purpose of 

Government National Mortgage Association 
Highlights of GNMA Financial Activities 
Fiscal Year in Summary 
Special Assistance Functions 
Management and Liquidating Functions 
Mortgage-Backed Securities Program 
Pass-Through Type Securities 
Bond-Type Securities 
Supervision of MBS Issuers 
Combined Statement of Earnings 
Combined Balance Sheet 
GNMA Officials and Staff 





The Government National Mort- 
gage Association (GNMA), a corpora- 
tion in the Department of Housing 
and Urban Development, has its ori- 
gins in the National Mortgage Asso- 
ciation of Washington, which was 
created on February 10, 1938, pur- 
suant to Title Ill of the National 
Housing Act. On April 11, 1938, the 
latter’s corporate name was changed 
to Federal Nation Mortgage Associa- 
tion (FNMA) or “Fannie Mae.’ 
Effective November 1, 1954, FNMA 
was rechartered by the Congress into 
a mixed ownership corporation. Pur- 
suant to the Housing and Urban 
Development Act of 1968, the 
Federal National Mortgage Associa- 
tion was partitioned into two sepa- 
rate corporate entities. 

One was a new Federal National 
Mortgage Association, a government- 
sponsored but privately-owned corpo- 
ration whose primary function is to 
provide a secondary mortgage market 
for a viable housing economy, primar- 
ily by purchasing mortgages at mar- 
ket prices through auctions. The 
other was the new Government 
National Mortgage Association or 
“Ginnie Mae.” 

GNMA assumed responsibility for 
those mortgage purchasing functions 
which could not economically be 
carried out in the private sector, 
namely: (1) the Special Assistance 
Functions designed to provide special 
assistance for selected types or cate- 
gories of housing for which usual and 
customary financing was unavailable 
and (2) the Management and Liquida- 
tion of certain federally-owned mort- 
gages such as those acquired by 
FNMA prior to November 1, 1954. 

Pursuant to the Housing and 
Urban Development Act of 1968, 
GNMA was also authorized to admin- 
ister the Mortgage-Backed Securities 
Program which channels new sources 
of funds into residential financing 
through the sale of privately-issued 
securities carrying a GNMA guaran- 
tee, backed by the full faith and 
credit of the United States. 
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Fiscal Year 1973 


Mortgage-Backed Securities Program 


Guarantees issued: 
Bond-type 
Pass-through 

Issues Outstanding: 
Bond-type 
Pass-through 


Special Assistance Functions 
Commitments: 
Tandem Plans 
Below Market Interest Rate 
Others 
Total commitments issued 


Mortgage Purchases: 

Tandem Plans 

Below Market Interest Rate 
Other 

Total mortgage purchases 


Repayments and other liquidations 


Portfolio end of year 


Management and Liquidating Functions 
Repayments and other liquidations 


Portfolio end of year 
Participation sales certificates: 
Retired 

Outstanding end of year 






$1,041,212,000 


2,535,364 ,000 


2,630,362,000 
6,589,038,000 


4,777,512,000 
7,392,000 
104,000 
4,785,008,000 


1,246,404,000 
151,749,000 
16,553,000 
1,414,706,000 
1,883,046,000 
3,401,896,000 


873,002,000 
503,944,000 


440,000,000 
4,480,000,000 


Special Assistance Functions 


During fiscal year 1973, GNMA Fiscal 


continued to provide Special Assis- 


i] 
tance in accordance with the objec- Year IN 
tives stated in its Charter—namely, 
for the financing of (1) selected cate- Summary 
gories of FHA-insured and VA-guar- 
anteed mortgages for segments of the 
population which are unable to 
obtain adequate housing under estab- 
lished home financing programs, and 
(2) additional categories of FHA- 
insured and VA-guaranteed mortgages 
generally as a means of retarding or 
stopping a decline in private mortgage 
lending and home building activities. 

Accordingly, to provide a secon- 
dary mortgage market at more favor- 
able prices for these purposes, com- 
mitment contracts were issued for the 
purchase of mortgages in the amount 
of $4.79 billion in the past year 
under the following Special Assis- 
tance Programs: 








Program No. 1 (major disaster areas) $ 18,000 
Program No. 11 (below market interest rate) 7,392,000 
Program No. 13 (restricted Indian lands) 45,000 
Program No. 16 (rehabilitation of properties) 20,120,000 
Program No. 17 (subsidized multifamily mortgages) 1,903,811,000 
Program No. 18 (subsidized home mortgages) 1,065,575,000 
Program No. 19'(Operation Breakthrough projects) 671,000 
Program No. 20 (Guam properties) 14,296,000 
Program No. 21 (unsubsidized multifamily mortgages) 594 387,000 
Program No. 22 (unsubsidized home mortgages) 1,178,652,000 
Other Programs 41,000 

TOTAL $4,785,008,000 





All programs excepting Program 
Nos. 1, 11 and 13 were operated 
under the Tandem Plan, under which 
GNMA commits to buy, or buys, 
mortgages from _ private lenders at 
more favorable prices than the mar- 
ket in order to assist certain kinds of 
housing. Then, in order to reduce the 
cash outlays of such _ purchases, 
GNMA works “‘in Tandem” with the 
Federal National Mortgage Associa- 
tion or other investors by selling the 
mortgages Or commitments to them 
at prevailing market prices, absorbing 
the difference between the GNMA 
price and market price as a subsidy. 

Most of the mortgages acquired 


o1 








under the Tandem Plan during the 
year, plus a complement of portfolio 
mortgages, in the aggregate amount 
of $2.4 billion, were sold in a series 
of public auction sales. The portfolio 
mortgages represented mortgages 
acquired in previous years under 
various Special Assistance Programs 
and mortgages held in the Manage- 
ment and Liquidation portfolio. The 
public auction sales of mortgages con- 
sistently produced prices above the 
prevailing market level, and to a very 
considerable extent, this resulted 
from the fact that successful bidders 
incorporate the mortgages in pools 
supporting issues of GNMA-guaran- 
teed pass-through mortgage-backed 
securities. The terms of sales require 
a successful bidder to retain the 
GNMA servicing agent for mortgages 
purchased or to pay a penalty fee to 
the servicer if servicing is transferred. 
Since GNMA conducts its operations 
on borrowings from the Treasury, 
sales proceeds represent revenues to 
the Government and serve to reduce 
the burden of raising revenues 
through the issuance of Government 
obligations or taxation. 


Management and Liquidating Functions 
This function consists of (1) 
holding, managing and liquidating a 
portion of the portfolio of mortgages 
formerly held by FNMA for its own 
account or the account of the Secre- 
tary of the Treasury and mortgages 
transferred to GNMA by the Secre- 
tary of Housing and Urban Develop- 
ment, and (2) administering participa- 
tion certificates issued by GNMA as 
trustee secured by pools of mortgages 
and other loan obligations owned by 
GNMA_ and certain Government 
departments and agencies. 

The portfolio held under this 
function as of June 30, 1973, con- 
sisted of 96,109 home mortgages and 
64 multifamily mortgages secured by 
properties in all of the 50 States, the 
District of Columbia, Puerto Rico, 
Virgin Islands and Guam, in the 
aggregate outstanding amount of 
$504 million. Mortgages from this 
portfolio were included in the auc- 


tion sales above referred to, which 
accounts for the major part of the 
Management and Liquidating port- 
folio reduction from $1.38 billion at 
June 30, 1972. 

Under these functions, GNMA 
also acts as a fiduciary in respect to 
the sale of participations in its own 
mortgages and in mortgages or obliga- 
tions of other agencies of the Federal 
Government. 

The certificates represent benefi- 
cial interests in future payments of 
principal and interest on pools of 
mortgages or obligations set aside for 
these purposes. As of June 30, 1973, 
there were $4.48 billion participation 
certificates outstanding from the orig- 
inal $9.6 billion issued. There have 
been no new offerings since August 
1968. 


MORTGAGE-BACKED 
SECURITIES PROGRAM 


Pass-Through Securities 

The importance of the ‘Ginnie 
Mae’’ pass-through securities program 
to the mortgage market was even 
more clearly established during fiscal 
year 1973. Securities issued climbed 
to a total of more than $7.3 billion 
from a total of $4.8 billion at the 
close of fiscal year 1972. Commit- 
ments to issue mortgage-backed secur- 
ities in the same period rose to $11.6 
billion, an increase of $4.1 billion for 
the year. The program was inaugu- 
rated in February 1970. 

The most significant development 
in the sales of the ‘‘pass-throughs”’ 
this past year was in the penetration 
of non-mortgage-oriented investors. 
During the first three years of the 
program, approximately two-thirds of 
the issues were sold to thrift institu- 
tions. This, of course, did not accom- 
plish the program’s primary objective 
of attracting new sources of mortgage 
funds which would be less vulnerable 
to the cycles of the money supply in 
the banking system  and_ thrift 
institutions. 

Then beginning in March, 1973, 
a shift occurred in the buying of the 
pass-throughs. Thrift institutions, 
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feeling the effect of disintermediation 
in the face of rapidly rising interest 
rates, sharply cut back in their pur- 
chases of GNMA securities. At the 
same time, private pension funds, 
state and local retirement funds, 
union funds, bank trust funds, bank 
security portfolios, and other non- 
mortgage-oriented institutions began 
to buy the pass-through securities 
which comprised over 80 percent of 
the new issues. 

The three new types of securities 
introduced in fiscal year 1972 added 
considerably to the rapid growth of 
the GNMA_ program. The mobile 
home loan _ pass-through securities 
offer buyers lower down payments 
and lower monthly payments than 
those required by banks or finance 
companies in conventional financing 
of mobile homes. At the end of fiscal 
year 1973, commitments to issue 
“mobile home’’ securities totaled 
$42.5 million, representing the appli- 
cations of eleven approved FHA Title 
| lenders. Securities issued totaled 
$23.6 million. 

As a means of additional finan- 
cial assistance for project loans, 
GNMA introduced the construction 
loan pool. The program allows for 


MORTGAGE BACKED SECURITIES (PASS-THROUGH) 


$7,332,296 
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participation by an investor in the 
construction stage, with easy transi- 
tion to the permanent project loan at 
the end of construction. As of the 
end of fiscal year 1973, commitments 
to issue this type of security 
amounted to $347.8 million, with 
$35.5 million having been issued. 

The Serial Note concept of a 
mortgage-backed security, the third 
of the new types introduced, was 
developed to offer investors a wide 
selection of maturities within a pool. 
Investor interest was sustained during 
this last fiscal year, adding an addi- 
tional $55 million for a total of 
approximately $129 million outstand- 
ing. 

: Instrumental to the growth and 
success of this program has been the 
effective transfer techniques em- 
ployed by GNMA. Development of a 
daily courier service between New 
York and Washington has greatly 
increased the activity and participa- 
tion of dealers in our securities. 


Bond-Type Securities 

The mortgage-backed bonds are 
general obligations of the issuer under 
the guarantee of GNMA with interest 
paid semiannually and principal paid 
at maturity, rather than with the 














OWNERSHIP OF GNMA BACKED SECURITIES (PASS-THROUGH) 
JUNE 30, 1973 


TOTAL ISSUED $7.3 BILLION 
















NON-THRIFT INSTITUTIONS 
(39.28%) 


THRIFT INSTITUTIONS 
(60.72%) 





S AND L'S 38.21 = INDIVIDUALS 1.71% 


COMMERCIAL 
BANKS 5.37% 


PENSION FUNDS IN 
OWN NAME 5.19% 


CREDIT UNIONS 5.84 





SAVINGS BANKS 22.51°% — 


INVESTMENT BANKERS NOMINEES 
AND OTHERS (INCLUDING PENSION 
FUNDS ETC. IN STREET NAME) 21.17° 


NEW ISSUES OF GNMA MORTGAGE BACKED SECURITIES (PASS-THROUGH) 
SINCE MARCH 30, 1973: $836 MILLION 


THRIFT INSTITUTIONS NON-THRIFT INSTITUTIONS 


(15.51%) (84.48%) 
INVESTMENT BANKERS, NOMINEES 
AND OTHERS (INCLUDING PENSION 
S AND L’S 7.57 


FUNDS ETC. IN STREET NAME) 
79:125 


PENSION FUNDS IN OWN NAME 2.55% 





SAVINGS BANKS 7.94% —! 
INDIVIDUALS 0.64% 


CREDIT UNIONS 0.75° 


COMMERCIAL BANKS 1.43% 8 





GNMA MORTGAGE BACKED PASS-THROUGH 
SECURITIES ACTIVITY 


MILLIONS OF DOLLARS 





400 


300 


200 SECONDARY MARKET 


100 


interest and principal due paid 
monthly as in the case of the pass- 
throughs. Presently, the only issuers 
of this type of securities are the 
Federal National Mortgage Associa- 
tion and the Federal Home Loan 
Mortgage Corporation. The bonds 
may be publicly offered or placed 
privately from time to time by the 
issuers and also may be directly 


placed to State and local government 
entities. 
During fiscal year 1973, $1.04 


billion were issued of which $400 
million were publicly offered. Of this 
total, $794 million were issued by 
FHLMC, bringing their total out- 
standing to $1.93 billion. FNMA 
issued $247 million of bonds during 
the same period, bringing their total 
outstanding to $697 million. 


Supervision of MBS Issuers 
Throughout the year, perform- 
ance of a steadily growing list of 
issuers of GNMA-guaranteed pass- 
through mortgage-backed securities 


was supervised by GNMA. From the 
beginning to the end of the year, the 


list of issuers increased from 253 to 
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289, and the number of security 
issues increased from 1,364 to 1,946. 

Issuers are required to file 
monthly reports reflecting in detail 
the status of collections on the 
pooled mortgages supporting each 
issue, distributions made to security 
holders and data information relating 
to compliance with the requirements 
of each guaranty agreement. All re- 
ports are reviewed and confirmed or 
criticized, and during the year visits 
were made to 83 issuers for the 
examination of records and docu- 


ments and_ instituting corrective 
actions. 

Because issuers under the 
“modified pass-through’ concept 


are required to make advances to 
cover required monthly payments in 
the event of any defaults on mort- 
gages in the pool, there is a built-in 
incentive for issuers to maintain a 
high quality of mortgages in these 
pools. So far there has been no 
default by any issuer in making the 
required payments, and GNMA has 
incurred no losses under its guaranty 
in the program. 
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COMBINED STATEMENT OF EARNINGS 





Fiscal Year Ended Fiscal Year Ended 
June 30, 1973 June 30, 1972 


Income 
Interest $162,020,000 $154,740,000 
Commitment and other loan fees 2,119,000 2,601,000 
Discounts realized 3,272,000 6,658,000 
Mortgage backed securities fees 4,986,000 3,081,000 
Other 1,316,000 1,719,000 
Total 173,713,000 168,799,000 
Expense 
Interest on notes to U.S. Treasury 236,159,000 226,241,000 
Fees for servicing mortgages 6,775,000 6,938,000 
Provision for losses 24,000 1,213,000 
Tandem plan costs: 
Subsidized 51,122,000 37,887,000 
Unsubsidized 1,195,000 17,339,000 
Administrative 6,000,000 6,568,000 
Loss from sale of mortgages 133,819,000 8,249 000 
Other 283,000 824 000 
eS Ee a ee ee eee 
Total 435,377,000 305,259,000 
Loss from operations (261,664,000) (136,460,000) 
Gain or (loss) on trust operations 2,669,000 11,315,000 
Realization of deferred credit 
acquired from RFC 
(Reorganization Plan No. 2, 1954) 11,245, 000 2,238,000 
Termination of contingency reserve 
for mortgages acquired from HUD 5,745,000 
Adjustments affecting prior years 2,457,000 (153,000) 


Sr an SEE TSMR Ei AD isi » Di ans ei 
Impairment of capital (245, 293,000) (117,315,000) 





COMBINED BALANCE SHEET 


Assets June 30, 1973 June 30, 1972 
Mortgages less unamortized discount $3,885,011,000 $5,195,138,000 
Less: Mortgages subject to participation 
sales trusts 1,345,998,000 1,591,009,000 
Net 2,539,013,000 3,604,129,000 
Equities in trusts 426,176,000 410,023,000 
Participation in construction loan 
advances 5 973,000 
Accrued interest receivable 12,976,000 15,901,000 
Other receivables 56,472,000 8,669,000 
Assets acquired through liquidation and 
claims against FHA and VA 20,591,000 15,594,000 
Cash and Government securities 8,395,000 4,064,000 
Deferred charges and miscellaneous 1,560,000 1,822 000 
Total Assets 3,065,183,000 4,066,175,000 
Liabilities 


Accrued interest on notes to U.S. Treasury 88,934,000 108,643,000 


Accounts payable and accrued liabilities 28,827,000 27,085,000 
Trust and deposit liabilities 74,981,000 93,929 000 
Total Liabilities 192,742 000 229,657,000 


Investment of U.S. Government 





Notes payable to U.S. Treasury 3,052,635,000 3,781,390,000 
Retained earnings (deficit) (205,845,000) 39 448 000 
Appropriated funds 25,651,000 15,680,000 
Total equity of U.S. Government 2,872,441,000 3,836,518,000 
Total liabilities and investment 3,065,183,000 4,066,175,000 








Sheldon B. Lubar 


Secretary of Housing and Assistant Secretary for Housing President, Government National 
Urban Development Production and Mortgage Credit— Mortgage Association 
Commissioner of FHA 


James T. Lynn 













Woodward Kingman 


GNMA Officials and Staff 
Left to right (seated): George B. Easson, Director, Mortgage-Backed Securities; Carl M. Grenn, Director of Loans; Richard C. Dyas, 


Executive Vice President, Woodward Kingman, President; John L. Burke, Vice President (Fiscal Management); 
Albert J. Fulner, Jr., Secretary-Treasurer; Raymond J. Seitz, Controller 
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


WASHINGTON, D.C. 20411 


Honorable Carla A. Hills 
Secretary of ‘Housing 

and Urban Development 
Washington, D.C. 20410 


Dear Madame Secretary: 


The Government National Mortgage 
Association is pleased to submit 

its Annual Report for the fiscal 
year ending June 30, 1975. 


The year’s activities were 
dominated by the Special Assistance 
Function as GNMA was one of the 
principal vehicles in providing 
assistance to the depressed housing 
industry. Under its regular Tandem 
Programs GNMA issued FHA/VA 
mortgage purchase commitments 
totaling $6.843 billion, the bulk 

of these for unsubsidized home 
mortgages. 


In addition, the Emergency Home 
Purchase Assistance Act of 1974 
passed in October 1974 authorized 
GNMA for the first time to conduct 
programs involving conventionally- 
financed single-family mortgages. 
Pursuant to that authority GNMA 
issued commitments of $4.935 
billion during the year. 


Tnis brought the total commitments 
issued to $11.779 billion, 

sufficient to support almost 
400,000 housing units. GNMA purchased 
$3.66 billion of mortgages during 
the year pursuant to the above 
commitments and to those still 
outstanding from previous years. 

As of June 30, 1975, GNMA had 
$10.285 billion in mortgage 
commitments still outstanding. 


A new auction procedure for the 
disposition of mortgages was adopted 
to provide for a more orderly 
marketing of the mortgages and to 
obtain more favorable prices. A total 
of $1.3 billion of mortgages were sold 
under this procedure, an average of 


November 20, 1975 


over $200 million per month since the 
system was first instituted in January 
1975. An additional $153 million of 
project mortgages were sold through 
the more traditional whole loan auction 
mechanism. 


The Mortgage-Backed Security Program 
continued its dramatic growth 

with almost $6 billion of new 
modified pass-through securities 

being issued during the year. Penetration 
into markets not traditionally 

investors in mortgages continued, 

as retirement and pension funds 
increased their holdings to 21 percent. 
The attractiveness and liquidity 

of the security was evidenced by the 
high level of transfers in the secondary 
market which reached a rate of $1 
billion a month during the latter 

part of the fiscal year. 


The cost to GNMA of these various 
programs exceeded revenues by $298 
million. The principal factors giving 
rise to this operating deficit 

were the excess of Treasury 
borrowing costs over interest income 
($100 million) and the various costs 
associated with the Tandem Programs, 
including losses on disposition of 
mortgages ($198 million). In effect, 
the net loss of $298 million represents 
the subsidy provided by GNMA in 
conducting its programs during the 
fiscal year. 


Respectfully submitted, 


Daniel P. Kearney 
President 
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Government National Mortgage Association 


Financial Highlights 
Fiscal Year 1975 
SPECIAL ASSISTANCE FUNCTION— 


Commitments Issued: 
FHA/VA Tandem Plans $ 6,842,591,000 
Conventional Tandem Plans 4 935,603,000 
Other 594,000 
Total $11,778,788 ,000 


Mortgages Purchased: 
FHA/VA Tandem Plans $ 3,216,699,000 
Conventional Tandem Plans 422,096,000 
Other 24,812,000 
Total $ 3,663,607,000 


Mortgage Sales and 

Repayments $ 1,609,251,000 
Mortgage Portfolio at 

End of Year $ 5,227,475,000 


MORTGAGE-BACKED SECURITIES PROGRAM— 


Guarantees Issued: 
Bond-type $ —O— 
Pass-through $ 5,905,000,000 


Issues Outstanding: 
Bond-type $ 2,027,000,000 
Pass-through $15,696,000 ,000 
Total $17,723,000,000 


MANAGEMENT AND LIQUIDATION FUNCTION— 


Repayments and Other 
Liquidations $ 53,556,000 
Portfolio at End of Year $ 382,615,000 


Participation Sale 
Certificates: 
Retired $ 110,000,000 
Outstanding at 
End of Year $ 4,260,000,000 
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History and 
Purpose 


The Government National Mortgage 
Association (Ginnie Mae) was 

created in 1968 through amendment 
of Title I! of the National 

Housing Act. Under the provisions 

of the Housing and Urban Development 
Act of 1968 the Federal National 
Mortgage Association (Fannie 

Mae), originally established 

in 1938, was rechartered as 

a private corporation to provide 
secondary support for mortgages, 
primarily through public auctions; 
and Ginnie Mae was established 

as a Government corporation 

within the Department ot Housing 
and Urban Development to administer 
mortgage support programs which 
could not economically be carried 
out in the private market. 


The Association operates 

in three major areas. Under 

its Special Assistance Function, 
an activity previously performed 
by Fannie Mae, GNMA purchases 
certain types of mortgages 

to fulfill two statutorily- 
mandated objectives: (1) to 
provide support for types of 
housing for which financing 

is not readily available, such 

as housing for low-income families, 
and (2) to counter declines 

in mortgage lending and housing 
construction. 


As an additional means of 

mortgage market support, the 

1968 Act authorized GNMA to 
administer a new Mortgage-Backed 
Securities Program which would 
increase liquidity in the 

secondary mortgage market and 
attract new sources of financing 

into residential loans. Ginnie Mae 
guarantees the timely payment of 
principal and interest on securities 
based on pools of Government-backed 
mortgages and issued by private 
mortgage institutions. The GNMA 
guarantee is backed by the full 

faith and credit of the United States. 


Finally, under its Management and 
Liquidation Function, Ginnie Mae 
assumed responsibility from FNMA for 
managing the portfolio of federally- 
owned mortgages. 
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Fiscal Year 
in Summary 


Special Assistance Function 


Mortgage Acquisition Program 

in fiscal 1975. Ginnie Mae's 11 — Below-market interest rate mortgages 

16A — Single-family rehabilitation 

17 — Subsidized multifamily project mortgages to 

18 — Subsidized home mortgages 14 105 4 0 
21 — Unsubsidized multifamily project mortgages 356,172,000 
22 — Unsubsidized home mortgages (FHA/VA) 5,119,753 ,000 
industry. GNMA continued making 24 — Unsubsidized home mortgages (FHA/VA) be) an 
commitments to purchase and (P.L. 93-449) 998,586,000 
to purchase under its FHA/VA 30 — Conventional home mortgages : - 
tandem plan programs (Special (P.L. 93-449) 4,935,603,000 
Assistance Programs 21 and 

22) for this purpose, carrying 

out Presidential authorizations 

to issue mortgage purchase 
commitments on 300,000 units. 

In May 1975 GNMA exhausted 

the authorization, having committed 
$7.6 billion since January 1974, 
$5.5 billion of that total 

in fiscal 1975. 


activities under the Special 
Assistance Function centered 

on providing a supply of credit 

to the mortgage market to counter 
a severe decline in the housing 


TOTAL $11,778,788 ,000 


In October 1974, passage of 

the Emergency Home Purchase 
Assistance Act, P.L. 93-449, 
authorized Ginnie Mae to purchase 
conventionally-financed as 

well as Government-backed mortgages. 
Within four days of enactment 

the legislation had been implemented. 
During the fiscal year, commitments 
to purchase $4.9 billion of 
conventional home mortgages were 
issued as were $1 billion in 
commitments for FHA-insured and 
VA-guaranteed home mortgages. 
These amounts were sufficient to 
support some 172,000 units. 


The Association also continued its 
support for the Department’s subsidized 
housing programs, committing $369 
million in fiscal 1975 for this purpose. 


The commitments issued by GNMA under 


its Special Assistance Function during 
fiscal 1975 were as follows: 


200-405 O - 76 - 2 



























































A. GNMA MORTGAGE-BACKED SECURITIES (PASS-THROUGHS) 
GROWTH OF NEW ISSUES SINCE PROGRAM IN OPERATION. 


DOLLARS 
IN MILLIONS 
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B. GNMA MORTGAGE-BACKED SECURITIES (PASS-THROUGHS) 
BALANCES OUTSTANDING AT END OF FISCAL YEAR. 


DOLLARS 
IN MILLIONS 
16,000 
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Mortgage Disposition 
In January 1975, a new auction 
procedure for the disposition 

of mortgages acquired under | 
the Special Assistance Programs ; 
was implemented. Mortgages 

are transferred back to the 

Originators who agree to issue 
mortgage-backed securities 

supported by the mortgages. 

The securities are then awarded 

on a competitive basis to Wall 

Street syndicates on an all 

or none basis with GNMA receiving 

the proceeds. The mortgage 

Originators are thus given 

an opportunity to retain their 

servicing and GNMA receives 

a better price for the mortgages. 

The investment community has 

also benefited as the system 

provides a more orderly conversion 

of GNMA-owned mortgages to 
mortgage-backed securities. 


A total of $1.3 billion in 
mortgages was auctioned in 

this manner in fiscal 1975. 

In. addition, GNMA reinstituted 
whole loan auctions, selling 

some $153 million in FHA-project 
mortgages in two auctions. 


Mortgage-Backed Securities 


Pass-through Securities 

Fiscal 1975 marked the fifth 
anniversary of the Mortgage- 
Backed Securities program. Despite 
difficult times in the mortgage 
market and in the money market 
generally, issues of 

securities continued to grow in 
volume and acceptance by the market. 
Total securities issued since the 
inception of the program exceeded 
$17.2 billion in fiscal 1975. New 
issues during the year totalled 

almost $6 billion, while commitments 
to issue securities amounted to 

more than $8 billion. In addition, | 
there was a high volume of transfer 
activity —$8.5 billion during the | 
year. Monthly trading in the 
securities averaged a billion dollars 
in the second half of the fiscal year. 
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Non-mortgage oriented institutions 
such as retirement and pension funds, 
rather than thrift institutions, the 
traditional sources of mortgage 
financing, continued to dominate 

the market. As a result, these 
institutions increased their ownership 
of mortgage-backed securities to 

21 percent of the issues outstanding 
as of June 30, 1975. As of January 
1973 they had only held 14 percent 
of the securities then outstanding. 


Single-family securities increased 

to $14.3 billion during fiscal 1975 
representing 5,050 pools serviced 

by over 400 issuers. Mobile home 
program securities increased to more 
than $88 million in the year, up 
from $67 million. Serial Note pools 
showed no increase, while pools 
backed by project loans increased to 
$575 million, representing 53 issuers 
and 133 pools. 


Supervision of MBS Issuers 


During fiscal 1975, the number of 
active issuers increased to 441. 

In addition to reviewing the monthly 
reports submitted by these issuers, 
field visits were made to the 

custodian banks and to issuers to 
assure that pools were being properly 
administered, that issuers were 
conforming to GNMA rules and 
regulations and that they had made 
timely payments to security holders. 
Independent audits of issuers and 
custodians were also made by the HUD 
Office of the Inspector General. 

Both the GNMA staff field visits and 
the independent audits indicated that 
issuers and custodians were complying 
with the requirements of the program 
and making timely payments to investors. 


The $17.3 billion in modified pass- 
through securities that have been 
issued since the inception of the 
program cover approximately 800,000 
mortgages. To assure the continued 
success Of a program of this magnitude, 
GNMA has instituted procedures to 
control delinquencies and foreclosures 
within pools. As a result, mortgages 
falling within the two or more months 
delinquency category declined from 
3.4 to 2.8 percent during fiscal year 


C. GNMA MORTGAGE-BACKED SECURITIES (PASS-THROUGHS) 
INCREASE IN SECONDARY MARKET TRANSFERS 


DOLLARS 
IN MILLIONS 


1100 


1,000 


900 
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1975. Also, during fiscal 1975, GNMA 
was not required to advance any funds 
to holders of securities backed by 
single-family pools by reason of 

issuer default. 


The project mortgage-backed security 
program provides for the payment 

by GNMA of certain costs or expenses 
incurred in the processing of claims 

in instances where the FHA insurance 
does not fully cover the claim. As 

the year progressed, GNMA became 
increasingly concerned about the 
viability of this program as it was 
then structured. 


Since inception of the program GNMA 
has had to pay claims on 8 percent 
of the projects placed in security 
pools, and an additional 10 percent 
of the project mortgages in security 
pools are delinquent. Claims paid on 
project pools through June 30, 1975 
totalled $832,000 against guarantee 
fees collected of $1.8 million. GNMA 
has an additional liability estimated 
at $1.4 million related to projects 





































in security pools where an assignment 

to FHA is currently pending. To 

decrease GNMA’s exposure on such pools, 
GNMA modified its regulations, | 
effective March 1, 1975, so that the | 
issuer of the security assumes 

responsibility for all costs not 

covered by the FHA claim settlement 

up to a maximum of 1% percent of the 
mortgage amount in the event of 

mortgage assignment during the first 

three years of a security. The issuer 

is required to place a certificate 

of deposit equal to that amount in 

escrow for the three-year period 

after which time the deposited funds 

are returned to the issuer and GNMA 
assumes complete financial 

responsibility. 


Other changes were implemented 
simultaneously to simplify the fee 
structure and to better inform the 
mortgagor and the security holder of 
certain risks associated with the 
program. It is believed that the 
implementation of these changes 
provides the project mortgage-backed 
security program with greater integrity. 
They are part of a continuing effort 
to make the program a more effective 
tool to enhance liquidity in the 
mortgage market. 


Management and Liquidation 
Function 


Under this function GNMA has the 
responsibility for managing and 

liquidating a portfolio of mortgages | 
formerly held by FNMA, No sales from | 
this portfolio of mortgages were 

held during fiscal 1975. However, | 
during the fiscal year principal 

reductions of $53 million were 

realized, resulting in a portfolio 

balance on June 30, 1975 of $383 

million and comprised of 70,000 
mortgages. 


GNMA also has fiduciary responsibility 
for administration of participations 

in its Own mortgages and in mortgages 
or obligations of other agencies 

of the Federal Government. As of 
June 30, 1975, there remained $4.26 
billion in participation certificates 
outstanding from the $9.6 billion 
originally issued. 
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The Tandem Plan 


The mortgage purchase programs 
operated under the Special 
Assistance Function fulfill two 
purposes: (1) they provide support to 
certain types of housing for which 
financing might not otherwise be 
readily available; and (2) during 
periods of credit stringency, they 
enable lenders and builders to 
continue their normal operations. 
The “‘tandem plan’ is a concept 
which was developed in 1970 as an 
adjunct to certain of these programs 
to reduce cash outlays resulting 
from mortgage purchases. Under the 
plan, once Ginnie Mae has purchased 
mortgages at prices favorable to 

the Seller, she then resells them 

to private investors at market prices, 
absorbing the difference between the 
purchase and sale prices as a subsidy. 
Thus, the Government and the private 
sector can be said to be working in 
“tandem” to provide support to the 
mortgage market and the housing 
industry. 


The tandem mechanism works to 
stimulate housing construction in a 
number of ways: 


m Because GNMA makes a purchase 
commitment to a lender at a specified 
price prior to the mortgage transaction, 
the lender is more willing to originate 
the loan, even at a lower-than-market 
interest rate. 


@ [his same purchase commitment 
facilitates the builder’s ability to 
obtain construction financing and 
enables him to advertise the 
availability of favorable permanent 
financing terms. 


@ Interest costs paid by home buyers 
are held to reasonable levels without 
stifling the flow of investment funds. 


& Discounts that reduce profitability 
to the builder or add to the cost of 


a home are minimized because the lender 


may charge only such points as are 
necessary to cover the costs of 
originating the mortgages and 
participating in the program. 





GNMA TANDEM PLAN 


GNMA 


Investor 


Mortgage 
Originator 


Builder 


Homebuyer 


Traditionally, the Association has been 
limited to purchasing FHA-insured and 
VA-guaranteed mortgages. However, as 
noted, in October 1974 Ginnie Mae 

was authorized to provide a secondary 
market for conventional loans as well. 


FHA/VA tandem plan loans are made 
available through mortgage lenders 


who have been approved by Ginnie Mae 


to participate in the program. 


Generally, any FHA-approved mortgagee 


is eligible to sell FHA-insured or 
VA-guaranteed mortgages to GNMA. 
Lenders who are not FHA-approved 
mortgagees but who wish to sell 
VA-guaranteed mortgages to Ginnie 
Mae are eligible to participate if 

they have been approved by the VA 
as Supervised Lenders or maintain 

a net worth of at least $100,000 

in assets acceptable to Ginnie Mae. 
Lender eligibility for the conventional 
program is predicated on approval by 
the Federal National Mortgage 
Association (FNMA) and the Federal 
Home Loan Mortgage Corporation 
(FHLMC), the two entities with which 
GNMA has contracted for daily 
administration of the program. 





Mortgage Commitment 

1. Builder requests mortgage commitment. 

2. Mortgage originator requests GNMA 
commitment. 

3. GNMA issues commitment to mortgage 
Originator. 

4. Mortgage originator issues mortgage 
commitment to builder. 

Purchase of Home 

5. Home buyer agrees to purchase home 
and requests mortgage financing. 

6. Builder arranges financing under 
mortgage commitment obtained above. 

7. Mortgage originator makes mortgage 
loan to home buyer. 

8. Home buyer pays builder for home. 

Sale of Mortgage 

9. Mortgage originator keeps mortgage or: 
—Sells to GNMA at commitment price. 
—Sells to investor at negotiated 
price. 

10. GNMA sells mortgage to investor at 
auction (Pension fund, S&L, FNMA, 
etc.) 

11. GNMA takes cash from investor to 
repay Treasury borrowings and 
absorbs loss on sale as subsidy. 







































































To obtain the benefits of the tandem 
programs, a builder would request 
financing from an eligible lender 

for housing to be constructed. If 
homes are to be financed using FHA 
insurance or the VA guarantee, the | 
builder must have an FHA conditional 
commitment or VA Certificate of 
Reasonable Value prior to the 

lender’s obtaining a mortgage purchase 
commitment from GNMA. Once the 
lender has received the GNMA 
commitment and set aside a portion for 
the builder, the builder can start 
construction and market the homes, 
advertising favorable financing terms. 





When a home is completed, the 

builder can sell it to a home buyer who 
finances the purchase under a below 
market interest rate ‘tandem plan”’ 
mortgage. The buyer pays the usual 
downpayment, mortgage insurance 
premium, if applicable, an origination 
fee to the mortgagee, and customary title 
and closing fees. The lender may 

collect from the builder fees charged 

by GNMA to cover administrative costs, 
fees connected with origination of the 
loans, and only such discount points 

as are represented by the difference 
between par and the GNMA purchase 
price, if any. 


GNMA then purchases the mortgage, 
enabling the lender to recover the 

loan proceeds disbursed. Subsequently, 
GNMA sells the loan at public 

auction for the best price obtainable. 
GNMA absorbs any loss on the resale; 
but the process enables GNMA to 
recover a major portion of the outlays 
it makes for purchases, thus reducing 
the amount it must borrow from the 
Treasury to operate its market support 
programs. 





GNMA has published a GNMA Sellers 
Guide detailing the requirements of 

its FHA/VA Special Assistance Programs. 
The Guide, which is updated 
periodically, specifies the terms of 

the program, including: the maximum 
mortgage amount; the interest rate 

on the loan; the price at-which Ginnie 
Mae will purchase the mortgages; 
commitment and other applicable fees; 
and the commitment period, generally 
one year for single-family units and 





two years for multifamily projects. 
Guides are also published for the 
Conventional Home Mortgage Program, 
one through the facilittes of FNMA 
and one through FHLMC, 


Mortgage-Backed Securities 


The 1968 Housing Act which established 
Ginnie Mae also authorized 
implementation of the Mortgage-Backed 
Securities program as a means of 
attracting new sources of capital 

into housing. In particular, the 

security was designed to appeal to 
pension funds and State and municipal 
retirement funds which do not have 
the mortgage departments that would 
ordinarily be needed to handle the 
complexities and voluminous 
documentation associated with a 
mortgage portfolio, the mortgage-backed 
security enables a fund to make what 
is the equivalent of a mortgage 
investment by simply purchasing a 
security. The security provides a 

safe investment backed by GNMA's 
guarantee pledging full faith and 

credit of the United States, an 
attractive and competitive long-term 
yield, an easily marketable asset, 

and a steady cash flow. 


There are two broad categories of 
securities: the bond type and the 
pass-through type. The bond type, 
which to date has been issued only 
by Fannie Mae and the Federal Home 
Loan Mortgage Corporation, provides 
for payment of interest semi-annually 
and of principal at stated redemption 
dates; they may contain call 
provisions. 


There are various forms of the 
pass-through type. Of these, the 
“modified’’ pass-through securities 
predominate. This type of security 
provides for payment to the investor 

of all the principal and interest 
payments due on the pooled mortgages 
regardless of whether or not the 
payments have actually been received 
from the mortgagors. Pass-throughs may 
be backed by single-family mortgages, 
FHA project loans, FHA Title | mobile 
home loans, or project construction 





loans. The most popular securities are 
those issued against pools of single- 
family FHA and VA mortgages. 


The Mobile Home Securities Program 
provides that loans on both single 
and double wide units may be included 
within the same pool. The maximum 
Title | interest rate, currently 

12 percent, is set by the Secretary 

of Housing and Urban Development 
to closely reflect market rates; 

the securities rate for such loans 

is 9.50 percent. A risk-sharing feature 
requires the issuer to assume losses 
on claims which exceed FHA 
reimbursement in an amount up to 
two percent of the face value of the 
pools held by the issuer. 


Any FHA-approved mortgagee may apply 
to become an issuer. Among issuers are 
mortgage bankers, thrift institutions, 

and commercial banks that originate 
FHA and VA mortgages for resale. 
However, the GNMA securities provide an 
alternative. Instead of selling the 
mortgages the issuer sells a security 

and is able to keep the servicing on 

the pool of loans backing the security. 


The pool of single-family mortgages 
against which a security is issued 

must be a minimum amount of $1 
million; pools of project mortgages 

or mobile home loans must be in 
amounts of not less than $500,000. 
Securities are issued in a minimum 
face amount of $25,000 and may bear 
serial maturities. The coupon rate 

of the security differs from the 

face rate of the pooled mortgages 
against which it is issued by an 
amount which takes into account 
GNMA's guarantee fee and the issuer’s 
servicing fee; the difference varies 
according to the types of mortgages 
backing the security. 


Potential issuers or investors may 
obtain further information by writing 
to the Government National Mortgage 
Association. 








Government National Mortgage Association 


COMBINED 
BALANCE SHEETS 
(in thousands) 


18 
ASSETS 


June 30 1975 1974 


Net investment in loans 
and advances $ 4,645,200 $ 2,661,900 


Cash and government 
securities 84,200 19,700 


Accrued interest and 
other receivables 37,600 20,200 


Assets acquired through 
liquidation and claims 
against FHA and VA 43,600 41,400 


Trust deposits for interest 
payments on participation 
certificates 110,300 113,200 


a 


Total Assets $ 4,920,900 $ 2,856,400 











Government National Mortgage Association 


COMBINED 
BALANCE SHEETS 
(in thousands) 


LIABILITIES AND INVESTMENT OF U.S. GOVERNMENT 


June 30 
Liabilities: 
Accounts payable and 
accrued liabilities 
Trust and deposit 
liabilities 
Total Liabilities 


Investment of 
U.S. Government: 
Notes payable to 
U.S. Treasury 
Retained earnings 
(deficit) 
Appropriated funds 


Total Investment of 
U.S. Government 


Total Liabilities 
and Investment of 
U.S. Government 


1975 


$ 180,000 


84 ,800 


264 ,800 


5,412,900 


(799 ,100) 
42 300 


4,656,100 


$ 4,920,900 


1974 


$ 117,500 


72,400 


189,900 


too 00 


(501,100) 
34 300 


2,666 ,500 


$ 2,856,400 
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Government National Mortgage Association 


COMBINED STATEMENTS OF 


OPERATIONS AND RETAINED EARNINGS (DEFICIT) 


(in thousands) 





For the Year Ended June 30 





REVENUES: 


Interest income 
Mortgage-Backed Securities 
fees 

Commitment and other 
loan fees 

Other income 


Total 
COSTS AND EXPENSES: 


Interest expense 

Tandem plan costs 

Fees for servicing 
mortgages 

Mortgage-Backed Securities 
costs 

Administrative and other 
expenses 

Total 

Loss from operations 

Retained earnings (deficit), 
Beginning of year 


Retained earnings (deficit), 
End of year 


2 


1975 


$ 280,100 


380,300 
198,100 


8,800 
700 


8,500 


596 400 


(501,100) 


(799,100) 





1974 
$ 202,600 
7,800 


1,100 
2,000 


213,500 


284 500 
210,200 


6,700 
400 


6,900 


508 ,700 


(295,200) 


(205,900) 


$ (501,100) 
SSE a ee 


























ae President Ford congratulates 
Daniel P. Kearney, President of 

GNMA, upon passage of The 

Emergency Housing Act 

of 1975. 
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PRESIDENT OF 
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION IN REPLY REFER TO 


Honorable Patricia R. Harris 
Secretary of Housing and 

Urban Development 
Washington, D.C. 20410 
Dear Madame Secretary: 
The Government National Mortgage Association is pleased 
to submit its Annual Report covering the fiscal year 
ending June 30, 1976, and the transition quarter ending 
September 30, 1976. 

Respectfully, 


4 bak 


Ohn H. Dalton 
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History and Purpose 


The Government National Mortgage 
Association (GNMA) was created in 1968 
through amendment of Title III of the 
National Housing Act. Under the 
provisions of the Housing and Urban 
Development Act of 1968 the Federal 
National Mortgage Association (FNMA), 
originally established in 1938, was 
rechartered as a private corporation to 
provide secondary market support for 
mortgages. GNMA was chartered as a 
Government corporation within the 
Department of Housing and Urban 
Development to conduct secondary 
mortgage market activities, which it 
was felt could not be carried out 

by the private sector. 


There are three such activities. One 

of these activities is the purchase of 
certain types of mortgages to fulfill 
two statutory objectives: (1) to provide 
support for types of housing such as 
housing for low-income families, for 
which private financing is not readily 
available, and (2) to counteract 
declines in mortgage lending and 
residential construction. 


These Special Assistance programs, or 
“tandem” programs, are a means of 
providing below-market rate mortgage 
funds. The term “‘tandem” refers toa 
concept originated in 1970, whereby 
GNMA and the private market work in 
tandem to provide support to 

housing. The concept works basically 
as follows: GNMA commits in advance 
to purchase certain types of below- 
market interest rate mortgages from 
lenders. The lenders who subsequently 
sell the mortgages to GNMA supplement 
their supply of loan funds with the 
proceeds from GNMA. GNMA then 
sells the mortgages to private investors, 
absorbing as a subsidy any difference 
between the favorable price it paid for 
the mortgage and the price received on 
the subsequent sale. In this manner, 
assistance is provided to the housing 
market, but at a cost to the Government 
of only the price differential—not the 
full amount of the mortgages. 


The second activity of GNMA, which has 
had a major impact on the residential 
financing markets, is the mortgage-backed 
securities program. The 1968 Act which 
created GNMA also authorized a new type 
of mortgage investment instrument as a 
means of attracting new sources of funds 
into housing finance. GNMA, pledging the 
full faith and credit of the U.S. 


Government, guarantees the timely 
payment of principal and interest on 
securities issued by private mortgage 
institutions and backed by pools of 
Government insured or guaranteed 
mortgages. The first issue of securities 
was in February 1970. By the end of the 
1976 transition quarter, more than $30 
billion had been issued and the security 
had become a well recognized feature of 
both the mortgage and capital markets. 
Finally, GNMA has responsibility for 
managing a portfolio of federally-owned 
mortgages. 


The Special Assistance Functions 


When the Federal National Mortgage 
Association was partitioned in 1968, the 
new FNMA was chartered to continue its 
secondary mortgage market operations in 
support of the mortgage market generally. 
GNMA, on the other hand, was chartered to 
carry out secondary market operations, 
termed the Special Assistance Functions 
(SAF), in support of certain special 
categories of housing and to provide 
supplemental sources of funds during 
periods of credit stringency. 


The Special Assistance Functions 
authority was significantly expanded by 
the enactment of the Emergency Home 
Purchase Assistance Act of 1974 and the 
Emergency Housing Act of 1975. These two 
laws authorized GNMA, for the first 
time, to purchase conventionally-financed 
mortgages; until 1974, GNMA’s purchases 
had been limited to Government-backed 
mortgages, generally those insured by 
FHA or guaranteed by the Veterans 
Administration. 


During the fiscal year, GNMA used new 
“tandem” programs authorized by the 
emergency legislation to continue its 
support of the housing industry’s 
recovery from the 1973 - 1974 
recession. By making advance 
commitments to lenders to purchase 
below-market interest rate mortgages 
from them at a specified price, GNMA, 
was able to induce lenders to make loans 
and to make advance commitments to 
others, such as builders, to provide 
mortgage financing. Such commitments 
by lenders provide a stimulus to 
residential construction because the 
builder is able to obtain the financing 
necessary to start construction. 


Any HUD/FHA-approved mortgagee is eligible 
to sell HUD/FHA-insured or VA-guaranteed 
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mortgages to GNMA. Lenders who are not 
HUD/FHA-approved mortgagees, but who 
wish too sell VA-guaranteed mortgages to 
GNMA, are eligible to participate if they 
have been approved by the VA as 
Supervised Lenders or maintain a net 
worth of at least $100,000 in assets 
acceptable to GNMA. 


Lenders are eligible for the 

conventional home mortgage programs if 
approved by the Federal National 
Mortgage Association (FNMA) 

and the Federal Home Loan Mortgage 
Corporation (FHLMC) for participation 
in their conventional mortgage purchase 
programs. 


To obtain the benefits of the tandem 
programs, a builder would request a 
commitment for permanent mortgage 
financing from an eligible lender for 
housing he plans to construct. If 

homes are to be financed using HUD/FHA 
insurance or the VA guarantee, the 
builder must have an FHA conditional 
commitment or VA Certificate of 
Reasonable Value prior to the lenders 
obtaining a mortgage purchase 
commitment from GNMA. Once the lender 
has received the GNMA commitment and 
set aside a portion for the builder, 

the builder can start construction and 
market the homes. 


When a home is completed, the builder 
can sell it to a home buyer who finances 
the purchase using a below-market 
interest rate ‘‘tandem plan”’ mortgage. 
The buyer pays the usual downpayment, 
mortgage insurance premium (if 
applicable), an origination fee to the 
mortgagee, and customary title and 





closing fees. The lender may collect 
from the builder fees charged by GNMA 
to cover administrative costs, an 
origination fee, and only such discount 
points as are represented by the 
difference between par and the GNMA 
purchase price. 


GNMA then purchases the mortgage, 
enabling the lender to recover the loan 
proceeds disbursed. Subsequently, GNMA 
sells the loan for the best price 
obtainable. GNMA absorbs any loss on the 
resale; but the process enables GNMA to 
recover a major portion of the outlays 

it makes for purchases, thus reducing 

the amount it must borrow from the 
Treasury to operate its market support 
programs. 





GNMA has published a GNMA Sellers Guide 
detailing the requirements of its 

FHA/VA Special Assistance Programs. The 
Guide specifies the terms of the programs, 
including: 


1. The maximum mortgage amount; 
2. The interest rate on the 

loan; 

3. The price at which Ginnie Mae 
will purchase the mortgages; 

4. Commitment and other applicable 
fees; and 

5. The commitment period (generally 
one year-for single-family units and 
two years for multifamily projects). 


Guides are also published for the 
Conventional Home Mortgage Program, one 
for FNMA and one for FHLMC. 


The accompanying flow chart traces 
this “‘tandem” program process. 





TANDEM PROGRAM PROCESS 


Prior to Construction 


Homebuyer 





Builder 


GNMA 


After Completion 





Construction os 
Lender 

Mortgagee 
(Lender) % a (4) 


Pog 


Mortgagee Options 





1. Retain mortgage 


2. Sell mortgage to private 
investor 


3. Deliver mortgage to GNMA; 
GNMA in turn sells loan to 
private investor 





Prior to Construction: 


1. Builder approaches 
mortgage lending institution to obtain 
commitment for permanent mortgage 
financing of homes he plans to build and 
sell. 


2. Mortgage lender requests 


mortgage purchase commitment from GNMA. 


3. GNMA issues commitment to 
mortgage lender. 


4. Mortgage lender makes 
commitment to builder. 


5. Builder goes to construction 
lender for construction financing. 


After completion of Construction: 


6. Mortgage lender makes loan 
to home buyer. The mortgage lender now 
has three options: he can retain the 
mortgage in his own portfolio; he can 
sell it to a private investor; or he can 
deliver the loan to GNMA who will, in 
turn, sell it to a private investor. 


7. Home buyer pays the builder 
the sale price of the home using the 
loan proceeds and downpayment. 


8. The builder pays off his 
construction loan. 


Mortgage Commitment, Purchase 
and Sales Activity During 

Fiscal Year and 

Transition Quarter 


Commitments 


During the fiscal year, commitments to 
purchase $2 billion in 7-% percent 
conventional home mortgages were issued 
as were $3 billion in commitments for 
7% percent HUD/FHA insured multifamily 
project mortgages. These amounts were 
sufficient to support approximately 
59,000 single-family homes and more 
than 127,500 multifamily units. An 
additional $2 billion in 7-% percent 
mortgage funds was released for 
HUD/FHA-insured multifamily projects 
during the transition quarter. 


Purchases 


GNMA’s purchases of mortgages totaled 
$7.6 billion in the fiscal year, 

including $973 million in conventional 
home mortgages which were immediately 
repurchased by the originators. These 
purchases covered more than 247,000 
housing units. Purchase activity during 
the transition quarter amounted to $1.18 
billion, involving approximately 38,700 
dwelling units. 


The mortgage purchase commitments 
issued and actual purchases during the 
fiscal year and the transition quarter 
were as follows: (see accompanying 
table) 


NESS > RST ZA OA SF SEE, PET MEE TT NL SS EEE MT ES EO SL EAE ER EDD ITE SEE ELE EE OT ILE IDLE IS LIE LE RED 


Programs Commitments Purchases 
FY 76 TQ FY 76 TQ 

11 Below market interest rate-mortgages $ —O- $ —-O- $ 31 $ —O- 
17 Subsidized multifamily project mortgages Sis) .Stets 82,310 420 331 65,727 
18 Subsidized home mortgages 2,943 —O— 1,511 —O0— 
21 Unsubsidized multifamily project mortgages 11,569 2,002 242,611 56 436 
22 Unsubsidized home mortgages 47,118 14,994 2,149,137 471,469 
23 Unsubsidized multifamily project mortgages 2,675,778 76,999 —O— —0— 
24 Unsubsidized home mortgages —O— —O— 742,564 93 
30 Unsubsidized home mortgages 2,000,000 —O— 4,040,258 584 268 

Total $5,112,793 $176,305 $7,596,443 $1,177,993 


Note: Except for Program 30 which covers conventionally-financed mortgages, all programs involve 
mortgages which are either insured by FHA or guarariteed by VA. 


SSR A ES SE EE SS PETE Oo I LO ET ELS IOP LT A SIRE AS IE, I NS OS RESET LES LE EI Es LET: EE ILENE IE LE EE OIL SO EAE LT, EMI 


7 








Sales 

During the period covered by the 
fiscal year and the transition quarter, 
GNMA continued its mortgage-backed 
securities auctions, a type of 

auction implemented in January 1975. 
Mortgages are transferred back to 
originators who agree to issue 
mortgage-backed securities supported 
by the mortgages. The securities 

are then sold to the Wall Street 
syndicate that submits the most 
competitive bid. The system is 
advantageous to all concerned: the 
mortgage originators are given the 
opportunity to retain their servicing; 
GNMA receives a better price for the 
mortgages than it would at whole loan 
auctions; and the investment community 
benefits from a system which efficiently 
converts GNMA-owned mortgages to 
GNMA-guaranteed mortgage-backed 
securities. 


A total of $2.7 billion in FHA/VA 
mortgages were sold in this manner in 
11 auctions during the fiscal year, 
$467 million in the transition 
quarter. In addition, GNMA sold $1.1 
billion in FHA/VA mortgages in 
seven whole loan auctions during 

the fiscal year. 


GNMA used a variety of methods of 
disposing of its conventional 
mortgages during the period. Under 
the repurchase option, originators 
could deliver loans to GNMA 
pursuant to their commitments and 
then immediately repurchase them at 
a fixed price. This enabled the 
Originator to retain the mortgages 

in his portfolio. A second disposition 
method was the portfolio repurchase 
program, which gave servicers the 
right of first refusal to purchase 
conventional mortgages from GNMA’s 
portfolio at a fixed price. Mortgages 
not purchased by the servicers were 
then offered to the market at large. 


As noted above, originators repurchased 
$973 million under the repurchase 
option during the fiscal year and 
$156.0 million in the transition 
quarter. Portfolio repurchase sales 
amounted to more than $1.1 billion 

in the fiscal year and $215 million 
during the July 1—September 30 
period. 


In addition, there were three 
negotiated sales of conventional 
loans to private investors during 
the period. In March 1976, FNMA 
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purchased $758 million in conventional 
mortgages, and in September an 
agreement with FNMA for the sale 

of some $975 million in mortgages 
was negotiated. In September, the 
Bank of America agreed to purchase 
approximately $115 million of 
conventional loans on homes in 
California. 


In May 1976, a conventional whole 
loan auction, the first of its kind, 
was held. A total of $147 million 

in conventional mortgages were sold. 


Mortgage-Backed Securities | 


The 1968 Housing Act, which established 
GNMA, also authorized implementation 
of the mortgage-backed securities 
program to attract new sources of 
capital into housing. The security 

was designed to appeal to pension 
funds, to State and municipal 
retirement funds and to other 
institutional investors that do not 

have the mortgage departments ordinarily 
needed to originate and service a 
mortgage portfolio. The mortgage- 
backed security enables a fund to 
make what is the equivalent of a 
mortgage investment by simply 
purchasing a security. The security 
provides a safe investment backed 

by GNMA’s guarantee pledging the 

full faith and credit of the United 
States Government, an attractive and 
competitive long-term yield, an 

easily marketable asset, and a steady 
cash flow. 


There are two broad categories of 
securities: the mortgage bond and the 
pass-through. The mortgage bond, 
which to date has been issued only 

by FNMA and the Federal Home Loan 
Mortgage Corporation, provides for 
payment of interest semi-annually 

and of principal at stated redemption 
dates; the securities may contain 

call provisions. 


There are various forms of the 
pass-through security, but the 
““modified’’ pass-through securities 
predominate. This security provides 


for payment to the investor of all the 
principal and interest payments due 
on the pooled mortgages whether or 
not the payments have actually been 
received from the mortgagors. Pass- 
through securities may be backed by 
HUD/FHA and VA single-family 
mortgages, HUD/FHA-insured project 
loans, HUD/FHA Title | mobile 





home loans, or FHA-insured project 
construction loans. The securities 
most often issued are those 

backed by pools of single-family 
mortgages. 


The minimum amount of a pool of 
single-family mortgages is $1 million; 
pools of project mortgages or mobile 
home loans must be in amounts of not 
less than $500,000. Securities are 
issued in a minimum face amount of 
$25,000. The coupon rate of the 
security differs from the face rate 

of the pooled mortgages by the 
amount of GNMA’s guaranty fee and 
the issuer’s servicing fee. These 

fees vary according to the types 

of mortgages backing the security. 


Any HUD/FHA-approved mortgagee 
may apply to become an issuer. 
Among issuers are mortgage bankers, 
thrift institutions, and commercial 
banks that originate HUD/FHA and 
VA mortgages primarily for resale. 
However, instead of selling the 
mortgages the issuer sells a security 
and is able to earn servicing 

income on the pool of loans backing 
the security. 


The GNMA mortgage-backed security 
has proved to be one of the most 


The GNMA security has made possible the long sought goal of a true national secondary 
mortgage market; the benefits of lower costs to mortgagors, and high, safe yields to 
investors are gained by the creative union of the Government and business working 


together. 








popular forms of mortgage investment 
to ever reach the secondary mortgage 
market. Non-traditional mortgage 
investors such as pension funds, 
mutual funds and credit unions have 
been attracted to GNMA securities 
because of the safety of the security, 


the minimum amount of paperwork, and 


the high liquidity. 


Many traditional mortgage investors 
such as thrift institutions also are 
buying GNMAs, even though the yield 
on whole loans can be as much as 40 
basis points higher, because of the 
ease of buying and selling the GNMA 
backed security, and because the 
burdens of servicing the underlying 
mortgages are eliminated. This means 
that investors need not maintain a 
separate real estate department so 
the result can be a higher return 

on their investments. 


The liquidity of the security is 
attested to by the trading volume 

in the secondary market. Trading 
volume is running at a rate of well 
over $30 billion per year. In addition, 
there is an active futures market 

for the security and there are plans 
for organized put-and-call options 


markets on the American Stock Exchange 


and the Chicago Board of Trade. 


HOW THE GNMA BACKED SECURITIES PROGRAM WORKS 


FAMILY BUYS HOME 







MONTHLY 
MORTGAGE 
PAYMENTS 





MAKES MORTGAGE 
LOAN TO BUY HOME 


LENDER — 


SECURITIES 
ISSUER 


HOLDS DOCUMENTS 
IN TRUST 





CUSTODIAN OF 
MORTGAGE 
DOCUMENTS 






MORTGAGES MADE AND 
SECURITIES ISSUED 


INSURES 
MORTGAGES 





ISSUES SECURITIES 
GUARANTEED BY GNMA 


INVESTORS PURCHASE 
GUARANTEED SECURITIES 


ate GUARANTEES TIMELY Tes 
GNMA | et INVESTORS 
PAYMENTS ON SECURITIES 


RECEIVES ASSIGNMENT 







MARKETS 
SECURITIES 









SECURITIES 
DEALER 





How the Program Works 


The following outlines how the MBS 
program works to bring funds from 

the securities markets to the individual 
homeowner. The role of each participant 
is as follows: 


The home buyer acquires a home in 
the normal manner, and arranges 
financing as with any home purchase— 
through a local lender. In most 
instances, since the MBS program 
at present involves just HUD/FHA 
and VA loans, the lender is a 
mortgage banker, though many 
S&L‘s, commercial banks, and 
others also have become heavily 
involved in the MBS programs. The 
home buyer generally will not be 
aware that GNMA is involved in 
financing the home. 


FHA/VA insures (or in the case 
of VA guarantees) the lender 
against loss on the loan in the 
normal manner. 


The Lender/Issuer is at the 

heart of the process. It makes 

the loan to the home buyer in 
the normal manner, but will likely 
plan in advance to “market” 

it through mortgage-backed 
securities. 


The MBS program creates a new, 
joint role for the loan originator, 
by putting it into the securities 
business as well as the mortgage 
business. The lender becomes an 
Issuer of GNMA guaranteed 
mortgage-backed securities. 


To start this process, the lender 
applies to GNMA for a commitment. 
GNMA staff review the financial 
condition of the applicant, its 

past history, the record of its 
principal officers, and its capacity 
to service mortgages. Minimum 
requirements for net worth are 

set by GNMA based on the type of 
securities to be issued. If 
satisfactory, GNMA issues a 
commitment, which assures the 
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lender that, when it is ready, its 
plans to issue securities will be 
approved in a timely manner. A fee 
of $500 is charged by GNMA for 
each commitment. 


With the commitment in hand, the 
lender proceeds to close loans and 
package a “‘pool”’ of mortgages. 
Typically, the lender also makes 
arrangements with a securities 
dealer to market the securities 
when they become available. 


When a pool of mortgages is completed, 
the lender/Issuer submits to 

GNMA all the documents needed for 
final approval of the issuance, 
principally: 


B A prospectus; 

w Guaranty agreement; 

gw Schedule of pooled mortgages; 
m Schedule of subscribers to the 
securities; 

@ Custodial agreement for the 
deposit of pool documents; and 

w Agreements establishing P&I and 
T&l escrow accounts. 


GNMA agrees to complete its review 
of the documents and issue securities 
in 20 days. GNMA‘s approval is 
indicated by the signing of the 
guaranty agreement. GNMA then 
instructs Chemical Bank in New 
York, which is GNMA's co-transfer 
agent to actually deliver the 
certificates to the Issuer. By 
assuring this timely delivery of 

the certificates, the Issuer can 

in the meantime make firm plans 
for issuance of the certificates 

to the investors. 


Once the securities are issued, 

the Issuer thereafter is responsible 
for passing through to the investors 
the monthly payments on the 
mortgages, including any prepay- 
ments or foreclosure proceeds. 


The Dealer’s and Investor's roles 
have already been described. 
However, it should be noted that 
it is the investor who ultimately 
is the beneficiary of the GNMA 
guaranty. 


The Custodian maintains physical 
possession of the mortgages (and 
other key documents, see below) 
that constitute the pool. The 
Issuer transfers the mortgage 
documents to the custodian prior 





to the issuance of the security. 

The Issuer executes a recordable 
assignment of the mortgages to 
GNMA. However, this assignment is 
not actually recorded unless GNMA 
decides it has to take over the 

pool for one reason or another. 
The custodian is required to certify 
to GNMA that it has the mortgages 
in its possession, and that the 
assignment has been made. 


GNMA’'s role already has been 
largely described. But it should 

be noted what protections GNMA 
has in the event the Issuer 

fails to make timely payments to 
the certificate holders. The 
documents in the custodial account 
include the original note, the 
original mortgage, the assignment 
of the mortgage to GNMA, evidence 
of FHA insurance or VA guaranty, 
and the title insurance policy. 

In the event of default by the 
issuer, GNMA takes possession 

of the notes, mortgages and other 
pool documents, and of the escrow 
accounts. GNMA then arranges 

for a substitute Issuer and for 

a new servicer for the mortgage 
pool. 


Activity in the Fiscal Year and 
Transition Quarter 

Fiscal Year 1976 marked the 

sixth anniversary of the 
mortgage-backed securities 
program. By the end of the 
transition quarter, more than 

$30 billion in securities 

had been issued. New issues 
during the fiscal year totaled 
almost $9.4 billion. 

Single-family securities outstanding 
increased to $23.7 billion during the 
fiscal year, representing more than 
8,900 pools serviced by issuers. By 
the end of the transition quarter, 
there were $27 billion of this type 
of security outstanding. 


Supervision of MBS Issuers 

During fiscal year 1976, the 
number of active issuers increased 
to 540. By the end of the transition 
quarter, there were 567 active 
issuers and 10,863 pools. 

In addition to reviewing the 
monthly reports submitted by 

these issuers, field visits were 

made to the custodian banks and to 
issuers. These reviews included tests 
to assure that pools were being 
properly administered, and that timely 


payments to security holders had been 
made. Independent audits of issuers 
and custodians were also made by 

the HUD Office of the Inspector 
General. 


The $30.2 billion in modified pass- 
through securities, which have been 
issued since the inception of the 
program, cover approximately 1.24 
million mortgages. To assure the 
continued success of a program of 
this magnitude, GNMA has instituted 
procedures to control delinquencies 
and foreclosures within pools. As 

a result, mortgages falling within 

the two or more months delinquency 
category declined from 2.8 to 2.6 
percent during fiscal year 1976. 
GNMA was required to advance $1.3 
million to holders of securities 
backed by single-family pools by 
reason of issuer default. 


The project mortgage-backed security 
program provides for the payment by 
GNMA of certain costs or expenses 
incurred in the processing of claims 
in instances where the HUD/FHA 
insurance does not fully cover 

the claim. Since inception 

of the program, GNMA has had 

to pay claims on over 10 percent 

of the projects placed in 

security pools, and an additional 10 
percent of the project mortgages in 
security pools are delinquent. Claims 
paid on project pools through 

June 30, 1976 totaled $2.3 million 
against guaranty fees collected of 
$3.0 million. GNMA has an 
additional liability estimated at 

$1.0 million related to projects 

in security pools where an 
assignment to HUD/FHA is currently 
pending. 


To decrease GNMA’s exposure on such 
pools, GNMA modified its regulations 
requiring that the issuer of the 
security assume responsibility for 

all costs not covered by the HUD/FHA 
claim settlement (up to a maximum 

of 1% percent of the mortgage 
amount) in the event of mortgage 
assignment during the first 

three years of a security. 

The issuer is required to place 

a certificate of deposit equal 

to that amount in escrow for the 
three-year period. When the escrowed 
funds are returned to the issuer, 
GNMA assumes complete financial 
responsibility. 
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Other changes were implemented 
simultaneously to simplify the fee 
structure and to better inform the 
mortgagor and the security holder 
of certain risks associated with the 
program. 


Management and Liquidation 
Function 


GNMA manages a portfolio of mortgages 
formerly held by FNMA. No sales from 
this portfolio were held during fiscal 
year 1976 or during the transition 
quarter. However, during the 

fiscal year principal reductions 

of $491.1 million were realized, 
resulting in a principal balance 

on June 30, 1976 of $334.2 

million and a portfolio of 

60,048 mortgages. During the 
transition quarter, principal 

reductions totaled $12.1 million 
resulting in a portfolio balance 

at the end of the quarter of $322.1 
million. 


GNMA also has fiduciary responsibility 
for administration of participations 

in its own mortgages and in mortgages 
or obligations of certain other 
agencies of the Federal Government. 
As of June 30, 1976, there remained 
$4.2 billion in participation 
certificates outstanding from the 

$9.6 billion originally issued. On 
September 30, 1976, the figure was 
$4.1 billion. 











GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 
Financial Highlights 
(in thousands) 





Special Assistance Functions 


Transitional 
Quarter 

ended 
September 30 


For the Year ended June 30 











1976 1976 1975 
Commitments issued: 
FHA/VA Tandem Plans $ 176,305 $ 3,112,793 $ 6,842,591 
Conventional Tandem Plans —0— 2,000,000 4,935,603 
Other —0— —O— 594 
Total $ 176,305 $ 5,112,793 $11,778,788 
Mortgages Purchased: 
FHA/VA Tandem Plans 593,725 3,556,154 3,216,699 
Conventional Tandem Plans 584,268 4,040,258 422,096 
Other —O— —O— 24,812 
Total $ 1,177,993 $ 7,596,412 $ 3,663,607 
Mortgage Sales and Repayments 1,653 ,000 7,602,074 1,609,251 
Mortgage Portfolio at 
End of Year $ 4,745,735 $ 5,220,760 $ 5,227,475 
Mortgage-Backed Securities 
Program 
Guarantees Issued: 
Bond-type —0— —O— —O— 
Pass-through $ 3,522,700 $ 9,368,700 $ 5,905,000 
Issues Outstanding: 
Bond-type $ 2,022,561 $ 1,622,108 $ 2,027,000 
Pass-through $23,957,800 $27,072,200 $15,696,000 
Management and Liquidation 
Function 
Repayments and other liquidations $ 12,000 $ 49,000 $ 53,556 
Mortgage Portfolio at 
End of Year $ 316,853 $ 328,853 $ 382,615 
Participation Sale 
Certificates 
Retired $ 35,000 $ 80,000 $ 110,000 
Outstanding at End 
of Year $ 4,145,000 $ 4,180,000 $ 4,260,000 
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GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 
Combined Balance Sheets 
(in thousands) 
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September June 30 
Assets 1976 1976 1975 
Net investment in loans 
and advances’ $4,300,100 $4,737,200 $4,645,200 
Cash and government securities 88,000 82,200 84,200 
Accrued interest and 
other receivables 50,200 86 ,900 37,600 
Assets acquired through 
liquidation and claims 
against HUD/FHA and VA 13,900 14,100 43,600 
Trust deposits for interest 
payments on participation 
certificates 88 600 89,200 110,300 
Total Assets $4,540,800 $5,009,600 $4,920,900 
Liabilities and Investment 
of U.S. Government 
Liabilities: 
Accounts payable and 
accrued liabilities 125,500 245,200 180,000 
Trust and deposit liabilities 84,800 78,000 84,800 
Total Liabilities $ 210,300 $ 323,200 $ 264,800 
Investment of U.S. Government: 
Notes payable to U.S. Treasury $5,907,300 $6,123,900 $5,412,900 
Retained earnings (deficit) (1,628,400) (1,487,100) (799,100) 
Appropriated funds 51,600 49 600 42,300 
Total investment of 
U.S. Government $4,330,500 $4,686 400 $4,656,100 
Total liabilities and 
investment of 
U.S. Government $4,540,800 $5,009 ,600 $4,920,900 
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GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 


Combined Statements of Operations 
and Retained Earnings (Deficit) 


(in thousands) 


Transitional 














Quarter 
ended 
Revenues: September 30 For the Year ended June 30 
1976 1976 1975 
Interest income $ 88,900 $ 457,800 $ 280,100 
Mortgage Backed Securities fees 5,600 16,300 11,300 
Commitment and other loan fees 5,000 18,400 4,800 
Other income 600 1,100 2,200 
Total $ 100,100 $ 493,600 $ 298,400 
Costs and Expenses: 
Interest expenses $ 138,300 $ 597,800 $ 380,300 
Tandem plan costs 97,000 551,600 198,100 
Fees for servicing mortgages 2,600 13,300 8,800 
Mortgage Backed Securities costs 700 4,100 700 
Administrative and other expenses 2,800 14,800 8,500 
Total $ 241,400 $ 1,181,600 $ 596,400 
Loss from operations $ (141,300) $ (688,000) $ (298,000) 
Retained earnings (deficit) 
Beginning of year (1,487,100) (799,100) (501,100) 
Retained earnings: (deficit) 
End of year $ (1,628,400) $ (1,487,100) $ (799,100) 
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President Jimmy Carter greets GNMA President John H. 








“ . 
Housing and Urban Development Secretary Patricia R. Harris meets with John H. Dalton, President of GNMA. 
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DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 


* WASHINGTON, D.C. 20410 
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Revprualy 2b, eb oy So 


PRESIDENT OF 
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION IN REPLY REFER TO 


Honorable Patricia Roberts Harris 

Secretary of Housing and Urban 
Development 

Washington, D.C. 20410 


Dear Madame Secretary: 


The Government National Mortgage Association is pleased to 
submit its Annual Report covering the Fiscal Year ending 
September 30, 1977. 


This year's activities were dominated by continued growth 

of the Mortgage-Backed Securities Program. Seventeen billion 
dollars in new securities were issued last year as we 
approached the milestone of $50 billion of securities issued 
Since tiesprogram s inception in 1970. During Fiscal Year 
1977, GNMA made available 36 percent more funds for single- 
family homes than during Fiscal Year 1976. Expansion of 
homeownership through GNMA securities has been made possible 
by the increased participation in this market by non-traditional 
real estate investors. The attractiveness of GNMA guaranteed 
securities is evidenced by the high level of secondary market 
Cranocrerse——vabout S3 billion per month in Fiscal Year 1977. 


GNMA maintained its support of the multifamily housing sector 
Dyeecovr1ding an additional $2 billion in 7-1/2 percent perma- 
nmenteetinancing for multifamily projects through its Special 
Assistance or "Tandem" Program. During Fiscal Year 1977, 
this program provided enough below-market rate funds to 
support the production of approximately 75,000 new rental 

imi ce eens tevel, of activity is expected to expand employ—- 
ment in the construction industry by nearly 100,000 workers. 


We look forward to the coming year as an opportunity for even 
greater service and responsibility in providing the resources 
SO vitally needed for the fulfillment of our Nation's housing 
needs. 


Sincerely, 


onrieh. ss baiton 
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The Government National Mortgage Association ® 

(GNMA) was created in 1968 through amend- history 
ment of Title Ill of the National Housing Act. e 
Under the provisions of the Housing and Urban 6 

Development Act of 1968 the Federal National TAI 

Mortgage Association (FNMA), originally estab- 

lished in 1938, was rechartered as a_ private pure POSE 
corporation to provide secondary support for the 1 | 
private residential mortgage market and GNMA 

was established as a Government corporation 

within the Department of Housing and Urban 

Development to administer mortgage support 


programs which could not be carried out in the 
private market. 


The Government National Mortgage Association 
operates in three major areas. Under its Special 
Assistance Programs activity, GNMA purchases 
certain types of mortgages to fulfill two statu- 
tory objectives: (1) to provide support for types 
of housing for which financing is not readily 
available, such as housing for low-income 
families, and (2) to counter declines in mortgage 
lending and housing construction. 


As an additional means of mortgage market 
support, the 1968 Act authorized GNMA to 
administer a new Mortgage-Backed Securities Pro- 
gram to increase liquidity in the secondary mort- 
gage market and attract new sources of financing 
for residential loans. For its part GNMA guar- 
antees the timely payment of principal and 
interest on securities based on pools of Govern- 
ment underwritten mortgages and issued by pri- 
vate mortgage institutions. The GNMA guaranty 
is backed by the full faith and credit of the 
United States Government. 


Finally, under its Management and Liquidation 
Function, GNMA _ assumed responsibility from 
FNMA for managing a portfolio of federally- 
owned mortgages. 
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The year brought rapid growth and a number of 
significant changes to the GNMA-guaranteed 
Mortgage-Backed Securities Program. During the 
year, the cumulative volume of securities guar- 
anteed grew to $47.3 billion, 56 percent higher 
than at the end of the previous year. Changes 
included major improvements to the mobile 
home securities program and the establishment of 
standards for ‘prudent business practices’ for 
Issuers in their marketing of the guaranteed 
certificates. 


How the Program Works 

In the Mortgage-Backed Securities 
GNMA_ guarantees privately issued securities 
backed by pools of government underwritten 
mortgages. The guaranty runs to the investor—the 
holder of the security certificate—and assures the 
timely payment of monthly principal and 
interest. Most of the Mortgage-Backed Securities 
(MBS) issues are so-called ‘‘pass throughs,’’ which 
indicates that the Issuers pass through to the 
investors the principal and interest payments 
made each month on the mortgages. 


Program, 


Through the vehicle of the Federal guaranty 





(pledging the full faith and credit of the U.S. 


Government), securities backed by mortgages 
become as safe, as liquid, and as easy to hold as 
Treasury securities. Underlying the securities—as 
collateral—are mortgages, which are pledged by 
the Issuer to GNMA as collateral for the 
guaranty. It is the Issuer’s responsibility to origi- 
nate and service the mortgages. 


The MBS program was established through provi- 
sions contained in the Housing and Urban Devel- 
opment Act of 1968. That Act amended the 
National Housing Act by adding a Section 306(g) 
which authorized GNMA “to guarantee the 
timely payment of principal and interest on such 
trust certificates or other securities... based on 
and backed by a trust or pool composed of 
mortgages....’’ The first MBS was issued in 
February 1970. 


The following are some of the key provisions of 
the program. 


Types of Securities 

w Single family mortgages (FHA or VA); 

w Mobile home loans (FHA or VA); 

w Multifamily project construction loans (FHA); 
and 

w Multifamily project loans (FHA). 


Minimum Pool Sizes 
w $1 million for single-family mortgages; and 
gw $500,000 in the other three instances. 


Minimum Certificates 
w $25,000 per certificate, and may increase in 
$5,000 increments. 











GNMA Fees 

w $500 application fee; 

w .06 percent guaranty fee; and 

w $10 fee per transfer of certificates, of which 
$2.75 goes to the Issuer. 


Issuer Eligibility Requirements 

To be eligible to issue GNMA guaranteed securi- 
ties, a company must be an FHA-approved 
lender. It must have a net worth of at least 
$100,000. Net worth must be in assets accept- 
able to GNMA. 


Advantages of Investments in Mortgage-Backed 
Securities 

The GNMA mortgage-backed security offers the 
highest yield of any federally-guaranteed agency 
security. It also provides the investor a monthly 
return on his GNMA guaranteed investment, 
rather than semi-annual payments as on most 
bonds. This monthly payment represents a cash 
flow available for reinvestment and has the effect 
of increasing the yield on GNMAs by 10 to 18 
basis points when compared to the yield received 
on a bond investment with the same ‘‘coupon” 
rate but paying interest semi-annually. 


The holder of a GNMA mortgage-backed security 
also has a very marketable, highly liquid instru- 
ment. All securities are issued in registered form 
and are fully and freely transferable. 


Actual transfers of GNMA securities have 
averaged more than $3 billion per month. A 
strong secondary market in GNMA securities is 
maintained by numerous financial institutions 
throughout the country. 


The safety of the GNMA security is unquestion- 
able. It is backed by the full faith and credit of 
the United States Governmeni. Investors are 
guaranteed the timely payment of principal and 
interest whether or not collected by the Issuer 
and are guaranteed full repayment of the prin- 
cipal regardless of whether the mortgages used 
to collateralize the security go into default. 


The GNMA mortgage-backed security has proved 
to be one of the most popular forms of mortgage 
investment to reach the secondary mortgage 
market. Non-traditional mortgage investors such 
as pension funds and retirement funds, mutual 
funds, and credit unions have been attracted to 
GNMA securities because of their safety, con- 
venience and high liquidity. 


HOW THE GNMA BACKED SECURITIES PROGRAM WORKS 
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Many traditional mortgage investors such as thrift 
institutions also are buying GNMAs because of 
the ease of buying and selling them, and because 
the burdens of servicing the underlying mortgages 
are eliminated. 


Public Purposes of the Program 
The program represents one of the most signifi- 
cant innovations in residential finance in the past 
represents the third 


40 years. It now largest 
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source of funds for all 
provides for about half the funds made available 
in the secondary mortgage market. Over four- 
fifths of all FHA-insured home loans are funded 
through GNMA-guaranteed securities. 


home mortgages and 


The program's important public purpose is seen 
by considering who are the ultimate beneficiaries 
of this credit source. They are the home buyers 
who in many instances would otherwise be 
unable to obtain a home mortgage. In large part, 
they are families with incomes at or below the 
national average, most of whom are buying 
modestly priced, older, existing homes. This 
means the program is helping not only people, 
but in addition is helping to preserve the 
Nation’s stock of existing housing—and helping 
to preserve older neighborhoods. 


Program Activity During FY 1977 

During Fiscal Year 1977, GNMA_ guaranteed 
$17.0 billion in mortgage-backed securities, 
which brought the cumulative amount of guar- 
antees issued to $47.3 billion. This end-of-year 
total included $44.9 billion in single-family 
securities, $1.7 billion in project and construc- 
tion loan securities, and $.3 billion in mobile 
home securities. (Terminations totaled $.4 billion.) 


The transfer of securities among investors con- 
tinued at a high rate during the year. A total of 





$43.3 billion was transferred among holders of 
record over the course of the year, with a 
monthly peak of $4.7 billion transferred in 
March. During fiscal 1977, the number of active 
Issuers increased from 631 to 727. As a part of 
GNMA's regular review of Issuers, field visits 
were made to both the Custodian Banks and to 
Issuers during the year. These reviews included 
tests to assure that pools were being properly 
administered, and that timely payments to 
security holders had been made. Independent 
audits of Issuers and Custodians were also made 
by the HUD Office of the Inspector General. 


During the year, GNMA was required to advance 
a total of $4.2 million in connection with pools 
for which Issuers had defaulted on their obliga- 
tions. This amount compares with gross receipts 
under the Mortgage-Backed Securities Program of 
$28.0 million in application fees, guaranty fees, 
and transfer fees. 


Accomplishments During FY 1977 

A number of steps were taken during the year to 
improve the Mortgage-Backed Securities Program. 
The principal steps were: 


w Mobile Home Program: Changes were made to 























































the program in January 1977 requiring that the 
Issuers assume increased responsibility for losses 
on claims in excess of reimbursements. Further, 
the amount of the servicing fee to which the 
Issuer is entitled was raised to 3.20 percent, and 
the GNMA guaranty fee was raised to .30 per- 
cent. Together, these changes create an induce- 
ment to good loan underwriting and servicing, 
reduce GNMA‘s exposure to losses, and provide 
annual income to GNMA to cover such losses as 
may occur. 


w Prudent Business Practices: In August 1977, a 
new section was added to the Mortgage-Backed 
Securities Guide which prescribes requirements 
for Issuers in their marketing of GNMA- 
guaranteed securities. These new rules apply to 
Issuers’ direct relationships with — securities 
dealers, investment bankers, individuals, and 
other entities to which Issuers deliver or make 
commitments to deliver or purchase mortgage- 
backed securities. The new rules are intended to 
help assure that GNMA-guaranteed securities are 
marketed and traded in a sound manner that 
contributes to the overall integrity of the Mort- 
gage-Backed Securities Program. 


Assignment of Mortgages to GNMA 

In July 1977, GNMA revised the standard 
Guaranty Agreement to better enable Issuers to 
arrange interim ‘‘warehouse” financing. Previously, 
the GNMA Guaranty Agreement required the 
assignment of mortgages to GNMA to be effec- 
tive on the date of issue rather than on the date 
the securities actually were delivered to the Issuer 
or its designee. As a result, warehouse lenders 
may have had no collateral for their financing 
from the date of issue of the securities to the 
date of actual delivery of the securities. 


To reduce this exposure and to help assure that 
all parties to the financing of an issue of GNMA 
mortgage-backed securities can be adequately se- 
cured, GNMA has revised the Guaranty Agree- 
ment. The change provides that the assignment 
of pooled mortgages to GNMA is to be effective 
as of the date and time of delivery (release) of 
the actual securities by GNMA or its agent, 
Chemical Bank, to the Issuer or its designee. 
Prior to that specific time, the mortgages may be 
used as collateral in ‘‘warehouse” financing. 


Issuers are expected to work out arrangements 
with their lenders to establish assignments of 
mortgages to GNMA that will become effective 
no later than the date and time of delivery of 
the securities to the Issuer or its designee by 
GNMA or its agent. 


w Forbearance on Project Mortgages: GNMA 
changed the project Mortgage-Backed Securities 
Program in June 1977 to allow Issuers, at their 
option and using their resources, to provide 
forbearance on project mortgages. Prior to the 
change GNMA prohibited an _ Issuer-mortgagee 
from exercising its business judgment to enter 
into a forbearance or modification agreement 
with a mortgagor. Under the amendments, a bar 
no longer exists to the exercise of such business 
judgment, provided the Issuer’s responsibility to 
the pool is satisfied with respect to assuring 











timely payments to security holders. The amend- 
ments are applicable to all forbearance and modi- 
fication agreements for mortgages within out- 
standing and future construction and project loan 
pools. 


m VA-Guaranteed Loans: In January 1977 the 
single-family program was modified to raise from 
$70,000 to $100,000 the maximum eligible VA- 
guaranteed loan. Also, a new provision was 
created which prohibits the combined original 


ad 





principal balances of any three VA loans within a 
pool from exceeding 25 percent of the original 
principal balance of the entire pool. 


These changes were responsive to requests that 
larger balance VA loans be authorized for in- 
clusion in MBS pools, thus expanding the market 
for those veterans able to purchase more expen- 
sive homes. However, in order to avoid undue 
risks to GNMA resulting from a small number of 
loans comprising a significant percentage of the 
entire principal amount of any particular pool, 
the condition is set forth relating to the limita- 
tion on the combined balances of any three VA 
loans. 


gw Review and Monitoring of Issuers: During the 
year, substantial efforts were made to upgrade 
and strengthen GNMA‘s internal procedures for 
monitoring the financial capability of lenders to 
issue and service mortgage-backed securities. 
Steps taken included the assurance of a thorough 
analysis of Issuers’ audited financial statements, 
the more timely and thorough review of cus- 
todians’ certifications as to pool documentation, 
and more thorough checks of Issuers’ capacity to 
service mortgages. In addition, the standards for 
field reviews of Issuers were revised to provide 
for increased attention to Issuers experiencing 
higher than normal delinquency ratios, errors in 
monthly reporting, or other difficulties. In all, 
these steps are intended to help assure that the 
program continues to experience a minimum 
amount of losses, and continues to contribute to 
the healthy expansion of the supply of mortgage 
credit at moderate interest rates. 


The Outlook: Changes made during the past year 
are aimed in good part at consolidating the gains 
and strengthening the underpinnings of the pro- 
gram as it grows and matures. With over $50 
billion in securities now having been created 
since the program’s inception, nearly 200,000 
certificate holders, nearly 800 Issuers, and close 
to 20,000 pools, it becomes increasingly impor- 
tant to streamline the program while at the same 
time tightening up operating controls to assure 
the continued integrity of the securities. 


These changes also will help assure the con- 
tinuing success of the Mortgage-Backed Securities 
Program. In the coming year, it is expected that 
the total amount of securities issued will surpass 
the $60 billion mark, while the number of pools 
could reach 25,000. The officials of GNMA are 
dedicated to reaching these new benchmarks in 
the same spirit of close cooperation with private 
securities Issuers and the securities industry com- 
munity that has characterized the success of the 
program in the past. 
























































| 

























THE issu) NAMED BELOW, PROMISES 
TO PAY THE ORDER OF 


MorTGAGE 












GHEREINAFYER CALLED THE HOLDER) THE SUM OF $ 
IN PRINCIPAL AMOUNT, TOGETHER WITH INTEREST THEREON ANO ON PORTIONS THEREOF OUTSTANDING 
FROM TUME TO TIME AT THE FIKEO RATE SET FORTH REREON, SUCH PAYMENT YO OF IN MONTHLY INSTALL~ 
MENTS, ADJUSTABLE AS SET FORTH BELOW. ALL MONTHLY INSTALLMENTS SMALE BE FOR APPLICATION 
FIRST TO INTEREST AT SUCH FIXEO RATE AND THEN JN REDUCTION OF PRINCIPAL BALANCE THEN 






OUTSTANDING, AND SHALL CONTINUE UNTIL PAYMENT IN FULL OF THE PRINCIPAL AMOUNT, AND OF 
ALL ENTEREST ACCRUING THEREON, 


FURTHER, THE ISSUER CERTIFIES: THAT THIS CERTIFICATE, AND ZACH OF THE LIKE SECURITIES 
COMPOSING THE ENTIRE I9SUE OF WHICH IT IS A PART, If PROPORTIONATELY BASED ON AND BACKED 
BY ALL THE MORTGAGES POOLED BY THE ISSUER AND IDENTIFIED COLLECTIVELY th THE RECORDS OF 
THE GOVERNMENT NATIONAL MONTGAGE ASSOCIATION BY THE MORTGAGE POOL SET FORTH HEREIN, 
ALL BUCH MORTGAGES BEING INSURED UNDER THE NATIONAL HOUSING ACT OR TITLE V OF THE NOUSING 
ACY OF 1949, OR INSURED OR GUARANTEED UNDER THE SERVICEMEN’S READJUSTMENT ACT OF 1944 
OR CHAPTER 37 OF TITLE 36, UNITED STATES CODES AND THAT WITH RESPECT TO THIS CERTIFICATE, 
THE BASE AND BACKING [3 IN TRE PROPORTION THAT THE PRINCIPAL AMOUNT SET FORTH BEARS TO 
THE TOTAL OF SUCH POOL, SUCH TOTAL BEING EQUAL TO THE AGGREGATE OF THE PRINCIPAL AMOURTS 
OF LIKE SECURITIES COMPOSING THE ENTIRE ISSUE OF WHICH THIS CERTICATE 13 A PART, ABD BRING 
EQUAL TO THE AGGREGATE OF THE PRINCIFAL AMOUNTS OUTSTANDING ON THE MORTGAGES COMPOSING 
SUCH POOL, ANO THAT THE HOLOER 1S THE OWNER OF AN UNDIVIDED BENEFICIAL INTEREST Il THE 
POOL, IM THE FOREGOING PROPORTION. 


EACH OF THE MONTHLY INSTALLMENTS SHALL BE SUBJECT TO ADJUSTMENT TO REFLECT ANT RREPAY- 
MENTS Of OTHER EARLY OR SCHEDULED RECOVERIES Of PRINCIPAL, HAD FROM TIBE TO TENE, GROER 
OR CONSISTENT WITH THE PROVISIONS OF THE MORTGAGES COMPOSING TNE FOOL. ROWSVER, THE 
ISSUER SHALL PAY TO THE HOLDER, WHETHER OR NOT COLLECTED BY THE ISSUER, AND SHALL REMIT 
AS SET FORTH BELOW, MONTHLY PAYMENTS OF NOT LESS THAN THE AMOUNTS OF PRINCIPAL COMING 
DUE MONTHLY ON THE MORTGAGES AND APPORTIONSD YO THE HOLDER BY REASON OF THE AFORESAID 
BASE AND BACKING, TOGETHER WITH ANY APPORTIONED PREPAYMERTS OR OTHER EARLY RECOVERS 
OF PRINCIPAL AND INTEREST AT THE FIXED RATE, 





CERTIFICATE BY THE FIFTEENTH (13TH) DAY OF EACH CALENDAR MONTH. SUCH MONTHLY REMITTANCES. 


CERTIFICATE, AND SHALL CONTINUE UNTIL PAYMENT IM FULL OF ALL AMOUNTS OWING UNDER THIS 
CERTIFICATE. ALL REMITTANCES SHALL DE BY CHECK TO THE REGISTERED HOLDER, AND FINAL 
PAYMENT SHALL GE MADE ONLY UPON SURRENDER OF THI CERTIFICATE. ‘ 

YHIS CERTIFICATE 1S FREELY AND FULLY TRANSFERABLE AND ASSIGNABLE, BUY ONLY UPON THE BOOKS 
OF THE {SSUER, AS TO THE IESUER AND GOVERNMENT NATIONAL MORTGAGE ASSOCIATION, REISSUES 
AND DENOMINATIONAL EXCHANGES SHALL DE MADE ON REQUEST AND PRESENTATION OF THIS CERTIFI- 
CATE AT THE OFFICE OF GOVERNMENT NATIONAL MORTGAGE ASSOCIATION Of THEIR CO-YRANSFER 
AGENT Ih NEW YORK. 

















1. Registration — Name of the registered 
owner. 


2. Face Value — Original value of the cer- 
tificate. 


3. Certificate Number — SF 
single-family mortgage pool. 


denotes 


4. Date of Issue — Issue date of the entire 
pool. 


5. Single-Family Mortgage Pool Num- 
ber — The pool number assigned to the 
issuer by GNMA. 


6. Interest Rate — Annual interest rate of 
pool and certificate. 


7. Initial Payment Date — The date on 
which the first monthly remittance of prin- 
cipal and interest is due. 


GOVERNMENT | NATIONAL 





THE ISSUER SHALL REMIT TO THE HOLDER ALL SUCH MONTHLY PAYMENTS REQHIRED UNDER THIS 5 


SHALL COMMENCE SEFORE THE FORTY-FLFTH (45TH) OAY FOLLOWING THE DATE oF TS80E QF THIS ~ 





SERIES ___ INTEREST R 
INITIAL PAYMENT OATE—__ 
ORIGINAL PRINCIPAL AMT. 3 
ORIGINAL AGGREGATE 
AMOUNT OF POOL $ ——~ 
MATURITY DATE. ase 































SSOCIATION 
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EXCEPT AS HEREINAFTER UNDERTAKEN, THIS CERTIFICATE DOBS NOP CONSTITUTE A LIABIETY OF No 
LVIDENCE ANY RECOURSE AGAINST THE ISSUER, SINCE IT IS BASED PH AND BACKED BY THE GCMEGATE 
DEBT OF THE MGRTGAGES INGURED OF GUARANTEED UNDER THE|LAWS OF THE UTED BATES, AS 
SET FORTH ABOVE, AND SINCE RECOURSE MAY GE HAD TO THE QOVERNMENT NATIONAL MORTGAGE 
ASSOCIATION IM THE EVENT Of ANY FAILURE OF TIMELY PAYMENT, AS PROVIDED FOR IN THE GUARANTY 
APPENDED HERETO, 


JT 1S CERTIFIED THAT THIS CERTIFICATE [S LEGAL AND REGULAR [Hf ALL RESPECTS, AND if DULY AND 
VALIDLY ISSUED PURSUANT TO TITLE Jf OF THE NATIONAL HOUSING ACT, AND THAT NO RULE, REGU- 
LATION, OR OTHER LIKE ISSUANCE, AND NO CONTRACT OR OTHER AGREEMENT OF FITHER THE 
GOVERNMENT NATIONAL MORTGAGE ASSOCIATION OF THE (SSUER, PR OF BOTH, ADVERSELY APFECTS 
HE RIGHTS AND POSITION OF THE HOLDER AS SET PORTH IN THIS ERATIFICATE, 


$4 $tv PORTH IN THE ABqVE TNSTRU- 
IMS AND CONDITIONE THEREOF. 


ORTGAGE ASSQCIATION 


2 go A) 
ta. A. AleG& 


8. Original Principal Amount — Same as 
No. 2. 


9. Original Aggregate Amount of Pool — 
Original balance of the entire pool. 


10. Maturity Date — Due date for final 
payment of the pool. 


11. Issuer — The mortgage banker that is 
servicing the pool. 


12. Transfer Date — The effective transfer 
date on the books of GNMA and the 
/ssuer. 


13. Guaranty — GNMA‘’s guaranty of 

timely payment of principal and interest. . . 
“Full faith and credit of the United 

States’’ 

14. Indenture — The Bond Agreement or 

terms of the /oan. 
















































MORTGAGE-BACKED 
SECURITIES ISSUED BY GNMA 
1977 vs. 1976 


Twelve Months Ending 





9/30/76 
FHA Mobile Homes $ 86,448,613 
| VA Mobile Homes 
| FHA Project 280,693,841 


FHA Single-Family 
VA Single-Family 
FHA Construction 


6,254 353,553 
4 833,157,838 
13,290,000 


Total $11,467,943 847 


| FHA Mobile Homes 
| VA Mobile Homes 
| FHA Project 52 


7,900 
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Twelve Months Ending 





















Total Termination 227 





| FHA Single-Family 215,223 
| VA Single-Family 170,228 

FHA Construction 18 
| Total Loan $393,421 
| Se eee ae a jeter 2 aay sot Snenadneeniiedbial =e 
| DISTRIBUTION 
' BY POOL TYPE SINCE 

INCEPTION OF PROGRAM 

Pool Type No. Pools 

| Single-Family 1-473 
| Serial Note 26 

Mobile Home 403 
_ Project Loans 286 
| Construction Loans 81 
| 


Total Commitments Issued $47,273,382,000 


9/30/77 


$ 126,490,512 
4,686,886 
340,519,137 

7 ,367,592,144 
9,067 ,044,610 
112,806,900 


$17,019,140,189 


10,775 
385 

88 

23/ p08 
2912276 
17 


$539,308 





Amount 
(000) 
$44,708,302 
129,283 
334 684 
1,329,200 
CW) SYSW/ 


$398,576 


Percent of all Pools 


95.30 
.28 

ar é 
2.83 
81 
































WHY DO INVESTORS 
PURCHASE GNMA MORTGAGE-BACKED 


SECURITIES? | 
1. Income - The yield on GNMA‘s securities is usually higher than that available from 
other U.S. Government agency issues, and at times better than AAA corporate | 
bonds. | 
2. Safety - GNMA securities are backed with the full faith and credit of the USS. | 


Government; the investor has absolute safety of principal and interest. 


3. Cash Flow - Monthly payments of interest and principal provide investors with a solution | 
to their monthly cash flow needs. 


4. Marketability - Investors are assured of a ready, active secondary market where spreads of 
1/8 or less are common. | 





5. Simplicity - Investors are able to invest in mortgages without normal administrative | 
burdens. | 

| 

| 

| 

6. Social - Investors are able to obtain a high yield on their investments, while, at the same | 
Purpose time contributing to the achievement of the Nation’s housing goals. | 

| 

| 

ADVANTAGES | 


1. GNMA securities provide investors with a way to participate in the residential mortgage 
market while assuring the absolute safety of their principal. The only risk to investors is the 
market risk associated with changes in interest rates. 


2. GNMA securities give investors a very convenient investment vehicle: normal paperwork, 
appraisals, monthly checks, and recordkeeping are all handled by the Issuer. 


3. GNMA securities usually experience some anticipated prepayment of principal. This can be 
an advantage over other fixed income investments for those who require greater cash flow for 
current expenses or reinvestment. 





4. GNMA securities are eligible investments for many institutional investors who are prohibited 
from purchasing corporate bonds. 
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4E ISSUER, NAMED BELOW, PROMISES 
> PAY TO THE ORDER OF: 


EREIWAFTER CALLED THE HOLDER) THE SUM OF 
PRINCIPAL AMOUNT, TOGETHER WITH INTEREST 
{ON TIME TO TIME AY THE FIRED RATE SET FORTH 
EWTS, ADJUSTABLE AS SET FORTH BELOW. ALL 
AST TO INTEREST AT SUCH FIXED RATE AND 
UTSTAMDING, AND SHALL CONTINUE UNTIL PAY 
INTEREST ACCRUING THEREON, 


URTHER, THE ISSUER CERTIFIES: YHar TRI 
IMPOSING TNE ENTIRE (SSUE OF WHICH {T 53 A 
f ALL THE MORTGAGES POOLED BY THE ISSUER 
TE GOVERNMENT NATIONAL MORTGAGE ASSOC 
iL BUCH MORTGAGES BEING INSURED UNDER THE 
ST OF 1949, GR INSURED OR GUARANTEED UND! 
t CHAPTER 37 OF TITLE 96, UNITED STATES CON 
{E BASE AND SACKING [S$ IX THE PROPORTION 
f€ TOTAL OF SUCH POOL, SUCH TOTAL SEING EO 
* LIKE SECURITIES COMPOSING THE ENTIRE iss) 
QUAL TO THE AGGREGATE OF THE PRINCIPAL AMO 
JCH POOL, AND THAT THE HOLDER 1S THE OW; 
YOL, IN THE FOREGOING PROPORTION, 


ACH OF THE MONTHLY INSTALLMENTS SHALL BE 
ENTS OR OTHER EARLY OR SCHEDULED RECOVE: 
t CONSISTENT WITH THE PROVISIONS OF THE 
SUER SHALL PAY TO THE HOLDER, WHETHER OR 
i SET FORTH BELOW, MONTHLY PAYMENTS OF NI 
th MONTHLY ON THE MORTGAGES AWD APPORTIO 
\S€ AND BACKING, TOGETHER WITH ANY APPOR 
© PRINCIPAL AND INTEREST AT THE FIXED RATE, 


16 ISSUER SHALL REMIT TO THE HOLDER ALL 
SRTMFACATE BY THE FIFTEENTH (18TH) DAY OF E. 
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When the Federal National Mortgage Association 


was partitioned in 1968, the new FNMA was 
chartered to continue its secondary mortgage 
market operations in general support of the 


mortgage market. GNMA, on the other hand, was 
chartered to carry out secondary market opera- 
tions, termed the Special Assistance Functions 
(SAF), in support of certain special categories 
of housing and to provide supplemental sources 


of funds during periods of credit stringency. 


The Special Assistance Functions authority was 
significantly expanded by the enactment of the 
Emergency Home Purchase Assistance Act of 
1974. This law authorized GNMA, for the first 
time, to purchase conventionally-financed mort- 
gages. Prior to 1974, GNMA’s purchases had 
been limited to Government-underwritten mort- 
gages, generally those insured by HUD/FHA or 
guaranteed by the Veterans Administration. 


The programs operated under the SAF and the 
Emergency Home Purchase Assistance Act, 
generally referred to as ‘‘tandem”’ programs, pro- 
vide support to the mortgage market in the 
following manner. By making advance commit- 
ments to lenders to purchase below-market 
interest rate mortgages from them at favorable 
prices, GNMA enables these lenders to make 
commitments to provide permanent mortgage 
financing to builders and developers. Once the 
developer has this permanent financing commit- 
ment through GNMA, he is able to obtain the 
necessary interim funds to finance the construc- 
tion phase. 


For single-family programs, the GNMA commit- 
ment period is one year with provision for a 
three-month extension. The commitment period 
for multifamily programs is two or three years, 
at the lender’s option, with one-month exten- 
sions permitted. Because these commitment 
periods are long enough to encompass the build- 
ing process from start to completion, the home 
builder can have a commitment for mortgage 
financing in hand before construction begins. 
This tends to stimulate residential construction. 


Once the housing is completed, the developer 
and the lender close on the permanent mortgage 
and the lender delivers the loan to GNMA. 
GNMA ultimately sells the loans, generally at 
auction, to private investors absorbing as a sub- 
sidy any difference between the price it paid and 
the price it receives. This difference results from 
the fact that GNMA purchases below market rate 
mortgages at prices near par and then sells the 
loans at current market yields. The sale of the 
mortgages reduces Federal outlays for the pro- 
grams and assures maximum use of private 
financing. 


Lenders who participate in GNMA programs are 
known as Sellers. To be an eligible Seller a 
private lender must meet certain criteria. 
Generally, if the lender intends to sell HUD/FHA 
and VA loans to GNMA, it must be a HUD/ 
FHA-approved mortgagee. Lenders qualified to 
sell conventional mortgages to GNMA must have 
been approved by the Federal National Mortgage 
Association (FNMA) or the Federal Home Loan 
Mortgage Corporation (FHLMC) as Sellers under 
their respective mortgage purchase programs. 


Detailed program requirements are published in a 
GNMA Sellers Guide. GNMA‘s mortgage purchase 
or tandem programs differ primarily on the basis 
of the types of mortgages which are eligible for 
purchase. For each program, GNMA specifies the 
mortgage type (HUD/FHA, VA, or conventional, 
single or multifamily structure, specific locational 















































requirements) as well as the other terms of the 
programs, including the maximum per unit mort- 
gage amount, the interest rate on the loan, the 
GNMA purchase price, commitment and other 
applicable fees, and the commitment period. 


The accompanying flow chart traces the typical 
“tandem” process for single-family mortgage 
programs. The process is basically the same for 
multifamily housing, with the developer or spon- 
sor occupying the place of the builder and a 
home buyer entering the process only if the 
project is a condominium. 


Tandem Program Process 

Prior to Construction: 

1. The builder approaches the mortgage lending 
institution, an approved GNMA seller, to obtain 
a commitment for permanent mortgage financing 
on the homes he plans to build. 

2. The mortgage lender requests a mortgage 
purchase commitment from GNMA. The commit- 
ment is for a one-year period under the single- 
family program. The commitment carries an 
optional delivery provision for the lender which 
means that he may offer the mortgage to GNMA 
for purchase any time during the one-year 
period, or if the lender has not originated a 
mortgage or chooses not to deliver a mortgage to 
GNMA, his only liability is the payment of a 
small commitment fee. 

3. GNMA issues its commitment to the mortgage 
lender. 

4. The mortgage lender makes its commitment 
to the builder by promising to provide perma- 
nent mortgage financing for the homeowner once 
construction of the house is completed. 

5. The builder goes to the construction lender to 
obtain a construction loan. The construction 
lender, usually a commercial bank, is now 
assured that the construction loan will be paid 
off from the funds received from GNMA under 
the tandem plan commitment and, is therefore 


Prior to Construction 
| Homebuyer Pc. xt pees. 


| Builder 


| Construction 
| Lender 


Mortgagee 1 
(Lender) 


GNMA ee: 





TANDEM PROGRAM PROCESS 











willing to make the loan. 


After completion of Construction: 

6. The mortgage lender makes a loan to the 
home buyer. The mortgage lender now has three 
options: (1) it can retain the mortgage in its own 
portfolio, (2) it can sell it to a private investor; 
or (3) it can deliver the loan to GNMA which 
will, in turn, ultimately sel! the loan to a private 
investor. 

7. The home buyer pays the builder using the 
mortgage loan proceeds and his downpayment. 

8. The builder pays off his construction loan. 


After Completion 





Mortgagee Options 


1. Retain mortgage 

2. Sell mortgage to private 
investor 

3. Deliver mortgage to GNMA; 
GNMA in turn sells loan to 
private investor 
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Commitments 

During the fiscal year, GNMA issued commit- 
ments to purchase some $1.9 billion in HUD/ 
FHA-insured multifamily project mortgages under 
its Special Assistance programs, an amount suffi- 
cient to support approximately 80,000 housing 
units. The bulk of these commitments, $1.8 
billion, was for 7% percent mortgages under 
Program 23. This program was operated under 
the Emergency Home Purchase Assistance Act, as 
amended, as a means of stimulating the lagging 
multifamily sector. All available Program 23 
funds were exhausted on September 2, 1977. As 
a result, at the end of the fiscal year, new 
commitments were being issued only under 
Special Assistance Program 17 (Section 236 and 
Section 221(d)(3) rent supplement projects). 
These commitments covered HUD subsidized 
projects which were exceptions to the January 
1973 moratorium on _ the housing subsidy 
programs. 


Purchases 

During the fiscal year, GNMA purchased $927.5 
million in mortgages, providing support for more 
than 4,000 housing units. These purchases in- 
cluded conventional home loans as well as sub- 
sidized and unsubsidized project and home mort- 
gages insured by HUD/FHA or VA. The commit- 
ments to purchase these mortgages had been 
issued in prior years. 


Sales 

As part of its special assistance program opera- 
tions, GNMA conducts a mortgage sales program. 
By selling mortgages at opportune times, GNMA 
can reduce the cost to the Government of its 
mortgage purchase activities. Furthermore, these 
sales can be used to absorb excess funds in the 
mortgage market, thus providing a _ counter- 
cyclical force that will stabilize interest rates. A 
Mortgage Disposition Board, composed of three 
members, with the President of GNMA acting as 
Chairman, determines specific disposition 
methods, timing of sales and acceptable prices. 


During the fiscal year, GNMA sold $1.52 billion 
conventional single-family mortgages, HUD/FHA 
and VA single-family mortgages and HUD/FHA 
project mortgages. 


GNMA used a variety of methods to dispose of 
its conventional mortgages during the period. 
Under a repurchase option, originators could 
deliver loans to GNMA pursuant to their commit- 
ments and then immediately repurchase them at 
a fixed price. This enabled the originator to 
retain the mortgages in its portfolio. Originators 
repurchased $118.5 million under the repurchase 
option during the fiscal year. 



































A second disposition method was the portfolio 


repurchase program, which gave servicers the 
right of first refusal to purchase conventional 
mortgages from GNMA‘s portfolio at a fixed 


price. Mortgages not purchased by the servicers 
were offered to the market at large. Approxi- 
mately $61 million were sold in this manner 
during the fiscal year. In addition, there were 
three negotiated sales of conventional loans to 
private investors during the period. 


Finally, GNMA held two auctions of conven- 
tional loans, selling $517 million in mortgages. 


GNMA‘s sales activity in the conventional mort- 
gage area has contributed significantly to the 
development of a secondary market for conven- 
tional loans. Such a market can be instrumental 
in increasing the availability of mortgage money 
in “capital short’’ geographic areas and in 
generally lowering interest rates for all home 
buyers using conventional financing. 


In addition, GNMA introduced a new and inno- 
vative procedure in its conventional loan sales 
program. Generally, final settlement on the sale 
of mortgages does not occur until several weeks 
after the sale itself. The purchaser of the mort- 
gages does not have his money invested until 
final settlement. However, the purchasers of con- 
ventional mortgages from GNMA were given the 
option of depositing funds with GNMA imme- 
diately after a sale. These funds earned interest 
at a rate equal to the yield on the mortgages. 
This option gave purchasers more flexibility in 
making their investment decisions, and hence, 
increased the desirability of participating in 
GNMA sales. 


During the fiscal year, GNMA sold $425 million 
of HUD/FHA and VA single-family mortgages. 
These mortgages were sold by allowing the 





servicers of the mortgages to become the issuers 
of mortgage-backed securities. GNMA_ then 
auctioned these securities to investors. 


By selling mortgage-backed securities rather than 
whole loans, GNMA was able to tap new sources 
of mortgage money. Since the securities usually 
can be sold at higher prices than whole mort- 
gages, such sales increased the revenue received 
by the government. Finally, these sales also 
helped to deepen the market for GNMA securi- 
ties, thus improving their marketability. 


During the fiscal year, GNMA held one project 
mortgage auction in which $283 million of 
project mortgages were sold. This GNMA sales 
program has led to the development of an active 
secondary market in project loans which has 
increased the availability of mortgage money for 
all FHA-insured project loans. 


Management and Liquidation Function 

Under this program, GNMA manages a portfolio 
of mortgages formerly held by FNMA. No sales 
from the portfolio were held during Fiscal Year 
1977. However, principal reductions of $47.6 
million were realized, resulting in a_ principal 
balance on September 30, 1977 of $269.9 mil- 
lion and a portfolio of 50,269 mortgages. 


GNMA also had fiduciary responsibility for ad- 
ministration of participations in its own mort- 
gages and in mortgages or obligations of certain 
other Federal agencies. As of September 30, 
1977, there remained $3.8 billion in participation 
certificates outstanding—down from $9.6 billion 
which were originally issued. 





Programs 


17 Subsidized multifamily 
project mortgages 

16 Mortgages in rehabili- 
tated properties 

21 Unsubsidized multifamily 
project mortgages 

22 Unsubsidized home mortgages 

23 Multifamily project mortgages 

30 Unsubsidized home mortgages 
(conventional) 


Total 
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Commitments Purchases 
(Dollars in thousands) 
$ 105,921 $186,025 
Agee SM 
5,210 78 OF 
16 1,763 
1,815,305 129,321 
—0-— 399,288 
$1,926,452 $927,515 
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GNMA MORTGAGE 


| COMMITMENTS—PURCHASES—SALES 


_ OCTOBER 1, 1976 THROUGH SEPTEMBER 30, 1977 


(in thousands) 


Commitments 


Program 17 
Program 21 
Program 22 
Program 23A 
Program 23B 


Purchases 


Program 17 
Program 21 
Program 22 
| Program 16 
Program 23 
Program 30 
Repurchases 


| Sales 


Single-Family 
Multifamily 
Conventional 
Repurchases 


Units 


3,878 


52,789 
257256 


BPo2s 


9,342 
11,821 
53 


6,936 
8,599 
3,638 


40,395 


21 ee 
32,512 
20,773 

3,638 








Amount 


$105,921 
5,210 

16 
1,298,276 
517,027 


$1,926,452 


$186,025 
211,027 
1,763 

91 
1295321 
280,760 
118,529 
$927,516 


$688,794 
575,760 
696,099 
118,529 
$2,079,182 





























GOVERNMENT 
NATIONAL 
MORTGAGE 
ASSOCIATION 


Financial Highlights 


(in thousands) 


Special Assistance Functions 


Commitments issued: 
FHA/VA Tandem Plans 
Conventional Tandem Plans 
Other 

Total 


Mortgages purchased: 
FHA/VA Tandem Plans 
Conventional Tandem Plans 
Other 

Total 


Mortgage Sales and Repayments 
Mortgage Portfolio at End of Year 


Mortgage-Backed Securities Program 
Guarantees Issued: 

Bond-type 

Pass-through 

Issues Outstanding: 


Bond-tyne 
Pass-through 


Management and Liquidation Function 


Repayments and other liquidations 
Mortgage Portfolio at End of Year 


Participation Sale Certificates 


Retired 
Outstanding at End of Year 


(1) includes transition quarter 


September 30 


1977 


$ 1,926,452 
fy 
20] 


$1,926,452 


528,228 
399,288 
wif § ee 


$927,516 


2,349,642 
3,323,097 


i Pies 
$17,019,140 


1,268,883 
41,663,000 


$ 47,558 
269,854 


$ 377,000 
3,768,000 


1976 (1) 


$ 3,289,098 
2,000,000 
eal ge 


$5,289,098 


4,149,879 
4,624,526 
A 


$8,774,405 


9°200,074 
4,745,735 


chal 


$12,891,400 


2,022,561 
23,957,800 


$ 61,000 
316,853 


$ (115,000 
4,145,000 
































GOVERNMENT 
NATIONAL 


MORTGAGE 
ASSOCIATION 


Statement of Changes in Financial Position 


(in thousands) 


Funds Provided: 


Income from operations 

Mortgage liquidations 

Appropriations for participation 
certificate insufficiencies 
Borrowings from the U.S. Treasury 
Net changes in other assets and 
liabilities 

Adjustment applicable to prior year 

Total Funds Provided 


Funds Applied: 


Expense of operations 

Mortgages purchased 

Repayment of borrowings to 
U.S. Treasury 

Investments at cost plus unmatured 
net earnings 

Principal transferred to Trusts 

Total Funds Applied 
(1) 


includes transition quarter 




















For the Year Ended September 30 


1977 


$ 282,600 
2,397,200 


7,600 
842,800 


(25,400) 


$3,504,800 


$ 634,800 
927,500 


1,842,300 


21,900 
78,300 


$3,504,800 


1976 (1) 


$ 593,400 
9,316,200 


9,300 
4,938,500 


(28,800) 
400 


$14,829,000 | 


$ 1,423,200 
8,774,400 


4,444,000 


17,200 
170,200 


$14,829,000 


























GOVERNMENT 
NATIONAL 
MORTGAGE 
ASSOCIATION 


Combined Statement of Operations 
and Retained Earnings (Deficit) 


(in thousands) 


For the Year Ended September 30 





Revenues: 1977 1976 (1) | 
Interest income $ 249,200 $ 546,700 
Mortgage-Backed Securities fees 28,000 21,900 
Commitment and other loan fees 3,300 23,400 
Other income 2,100 1,700 
Total $ 282,600 $ 593,700 


Costs and Expenses: 





Interest expenses $ 452,000 Ce a2308100 
Tandem plan costs 166,800 648,600 
Fees for servicing mortgages 7,100 15,900 
Mortgage-Backed Securities costs 1,900 4,800 
Administrative and other expenses 7,000 17,600 
Total $634,800 $1,423,000 
Loss from operations (352,200) (829 300) 
Retained earnings (deficit) 
Beginning of year (1,628,400) (799,100) 
Retained earnings (deficit) 
End of year $ (1,980,600) $ (1,628,400) 


(1) includes transition quarter 
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GOVERNMENT 
NATIONAL 
MORTGAGE 
ASSOCIATION 


Combined Balance Sheet 


(in thousands) 


Assets 


Net investment in loans and 
advances 
Cash and government securities 
Accrued interest and other 
receivables 
Assets acquired through liquidation 
and claims against HUD/FHA and VA 
Trust deposits for interest payments on 
participation certificates 
Total Assets 


Liabilities and Investment of 
U.S. Government 


Liabilities: 


Accounts payable and accrued 
liabilities 
Trust and deposit liabilities 
Total Liabilities 


Investment of U.S. Government: 


Notes payable to U.S. Treasury 
Retained earnings (deficit) 
Appropriated funds 


Total investment of 
U.S. Government 


Total liabilities and 
investment of 
U.S. Government 


September 30 


1977 
$ 2,920,200 
115,700 
25,000 
8,700 


89,200 


$ 3,158,800 


$ 98,100 
74,300 


$ 172,400 


$ 4,907,800 
(1,980,600) 
59,200 


$ 2,986,400 


$ 3,158,800 





1976 

$ 4,300,100 
88,000 
50,200 
13,900 


88,600 


$ 4,540,800 


$ 125,500 
84,800 
$ 210,300 
$ 5,907,300 
(1,628,400) 
51,600 


$ 4,330,500 


$ 4,540,800 
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GNMA TOPS $50 BILLION 
IN HOUSING GUARANTEES 


An infant in the mortgage market seven years ago, the 
Government National Mortgage Association (GNMA) topped the $50 
billion mark this week in guaranteeing mortgage-backed securities 
that help finance the nation's housing. 


In announcing the achievement today, John H. Dalton, Presi- 
dent of GNMA, said more than 1.8 million homes have been financed 
through its securities program since its inception in February 
1970 as part of the Department of Housing and Urban Development. 


Ginnie Mae guaranteed its first issue on February 19, 1970, 
and at the close of that year its volume barely exceeded $450 
million -- an amount the organization now surpasses every month. 
"The loans backing the securities are either FHA-insured or VA- 
guaranteed and are a vital element in financing homeownership 
for middle-income Americans," the GNMA official said. 


The securities that lifted the program to the $50 billion 
landmark level were issued November 16 by the Hinton Mortgage and 
Investment Company of Dallas, Texas. The $2.5 million issue was 
backed by single-family mortgage loans on homes in Texas and 
Arizona. 


"The pace of new mortgage-backed security issues has accel- 
Brateae particularly during the past year," Mr. Dalton said. 
"More than $15.5 billion has been guaranteed since the beginning 
of the year and $5.4 billion was guaranteed during the last 
three months alone." 


GNMA guarantees privately-issued securities backed by pools 


of mortgages. The guaranty runs to the investor -- the holder 
of the security certificates -- and assures the timely payment of 
monthly principal and interest. Most of the mortgage-backed 


security issues are so-called "pass-throughs" -- the issuers 
simply pass through to the investors the principal and interest 
payments made each month on the mortgages. 


The securities bear the full faith and credit guaranty of 
the Federal Government, Mr. Dalton noted, and have proved an 
attractive investment to large numbers of investors who otherwise 
would not be involved in home finance. "Ginnie Maes are probably 
the single most innovative approach to housing finance in the past 
40 years," he said. 
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President’s Message 


The Government National Mortgage Association (GNMA) is pleased to submit its Annual Report 
covering the Fiscal Year ending September 30, 1978. 


The GNMA Mortgage-Backed Securities (MBS) program continued to grow during Fiscal Year 
1978. Over $15 billion in new securities were guaranteed, bringing the total amount of securities 
guaranteed since the program’s inception in 1970 to $62 billion. The MBS program has 
substantially broadened the base of mortgage finance, with 80 percent of the $15.2 billion in 
guaranteed securities in Fiscal Year 1978 being sold to non-traditional investors such as pension 
and State and local government retirement funds. 


The MBS program currently provides approximately half of all the funds available in the secondary 
mortgage market and has at various times over the past two years provided up to 80 percent of the 
funds used to finance FHA-insured and VA-guaranteed home mortgages. Under the Mortgage- 
Backed Securities program, GNMA has helped make it possible for two million American families 
to finance their homes, at reasonable interest rates, by attracting additional money into the 
residential mortgage market. 


In addition, GNMA is currently in the process of designing and implementing a Graduated 
Payment Mortgage-Backed Securities (GPM) program. The GPM program is designed to assist 
families with good prospects for income growth to purchase a home sooner by reducing the initial 
monthly mortgage payments. 


GNMaA continued to support the assisted multifamily housing sector by providing an additional 
$1.5 billion in 7-4 percent permanent financing for Section 8 assisted projects through the Section 
8 Tandem program. Tandem assistance was provided for approximately 50,200 Section 8 newly 
constructed and substantially rehabilitated units. Besides providing the financing for this much- 
needed housing for low- and moderate-income families, this level of activity is expected to expand 
employment in the construction and related industries by nearly 58,000 full-time workers. 


We also embarked on another new program in Fiscal Year 1978. The Targeted Tandem program, 
for which we provided $500 million in 7-2 percent permanent financing, is designed to encourage 
the revitalization of America’s urban centers. Cities eligible to receive Urban Development Action 
Grant (UDAG) funds are also eligible to receive the benefits of the Targeted Tandem program. We 
believe we had a successful first year in operating the Targeted Tandem program, and we 
anticipate making continued improvement in the program based on that experience. 


We anticipate completing, within the next few months, the development of a program to assist 
low- and moderate-income families to make energy-related improvements to their residences. We 
view this program, which is a part of the President’s overall energy program, as a very high 
priority in GNMA. 


John H. Dalton 
President 






The Association 






The Government National Mortgage Association 
(GNMA) was created in 1968 through 
amendment of Title III of the National Housing 
Act. Under the provisions of the Housing and 
Urban Development Act of 1968 the Federal 
National Mortgage Association (FNMA), 
originally established in 1938, was rechartered as 
a private corporation to provide secondary 
support for the private residential mortgage 
market and GNMA was established as a 
Government corporation within the Department 
of Housing and Urban Development to 
administer mortgage support programs which 
could not be carried out in the private market. 


















































The Government National Mortgage Association 
operates in three major areas. Under its Special 
Assistance Programs activity, GNMA purchases 
certain types of mortgages to fulfill two statutory 
objectives: (1) to provide support for types of 
housing for which financing is not readily 
available, such as housing for low-income 
families, and (2) to counter declines in mortgage 
lending and housing construction. 


As an additional means of mortgage market 
support, the 1968 Act authorized GNMA to 
administer a new Mortgage-Backed Securities 
Program to increase liquidity in the secondary 
mortgage market and attract new sources of 
financing for residential loans. For its part 
GNMaA guarantees the timely payment of 
principal and interest on securities based on pools 
of Government underwritten mortgages and 
issued by private mortgage institutions. The 
GNMaA guaranty is backed by the full faith and 
credit of the United States Government. 











Finally, under its Management and Liquidation 
Function, GNMA assumed responsibility from 
FNMA for managing a portfolio of federally- 

owned mortgages. 





























































Mortgage-Backed 
Securities 


During the past fiscal year total issuances of 
GNMaA guaranteed mortgage-backed securities 
passed the $62 billion dollar level. This new 
approach to mortgage financing in just eight 
years has transformed much of the mortgage 
market into a truly national market, drawing 
upon the huge resources of the nationwide debt 
and securities markets. 

At various times over the past two years, the 
Mortgage-Backed Securities (MBS) program has 
provided up to 80 percent of all funds going into 
FHA and VA home loans. The program, 
therefore, is a bulwark of the Nation’s efforts to 
increase the supply and reduce the cost of funds 
for homeownership for middle-income 
Americans. Its social purposes extend also to 
assuring an availability of credit regardless of the 
age and location of properties and regardless of 
the race and sex of the home buyers. As a result, 
the program is an integral part of today’s Federal 
efforts to finance the preservation and rebuilding 
of older inner-city neighborhoods. 


The Mortgage-Backed Securities Program not 
only has increased the overall supply of mortgage 
credit but has accomplished this while at the 
same time helping to dampen mortgage interest 
rates. Mortgages now compete for funds in the 
Nation’s securities markets, where the Federal 
guaranty assures the middle-income homeowner 
an ability to compete on equal terms with 
corporate giants. Moreover, since the cost of 
marketing mortgages no longer entails mortgage 
sales on a relatively small-scale basis to a large 
number of whole loan investors, costs of 
mortgage lending are reduced further, taking 
advantage of the enormous economies of scale 
that can be achieved through issuance of 
securities. 


Program Structure 


In the Mortgage-Backed Securities Program, 
GNMaA guarantees privately issued securities 
backed by pools of government-underwritten 
mortgages. The guaranty runs to the 

investor — the holder of the security certificate — 
and assures the timely payment of monthly 
principal and interest. Most of the securities 






issued are so-called “modified pass throughs,”’ 
which indicates that the issuers pass through to 
the investors the principal and interest payments 
scheduled to be made each month on the 
mortgages, whether or not collected from 
mortgagors, plus any prepayments. 


Through the vehicle of the Federal guaranty 
(pledging the full faith and credit of the U.S. 
Government), securities backed by mortgages 
become as safe, as liquid, and as easy to hold as 
Treasury securities. Underlying the securities — 
as collateral — are mortgages, which are pledged 
by the issuer to GNMA as collateral for the 
guaranty. It is the issuer’s responsibility to 
originate and service the mortgages. 


To be eligible to issue GNMA guaranteed 
securities, a lender must be an FHA-approved 
mortgagee, an approved GNMA/FNMA 
Servicer, and meet certain net worth 
requirements established by GNMA. 


Desirability of the Security 


The GNMA mortgage-backed security offers the 
highest yield of any federally-guaranteed 
instrument. It also provides the investor a 
monthly return on the GNMA guaranteed 
investment, rather than semiannual payments as 
on most bonds. This monthly payment represents 
a cash flow available for reinvestment and has 
the effect of increasing the yield on GNMA’s by 
10 to 18 basis points when compared to the yield 
received on a bond investment with the same 
‘“coupon’’ rate but paying interest semiannually. 


The holder of aGNMA mortgage-backed 
security also has a very marketable, highly liquid 
instrument. All securities are issued in registered 
form and are fully and freely transferable. 


Actual transfers of GNMA securities have 
averaged more than $3 billion per month. A 
strong secondary market in GNMA securities is 
maintained by numerous financial institutions 
throughout the country. 

















Program Activity 


Fiscal Year 1978 resulted in $15.2 billion of 
securities guaranteed by GNMA. This was the 
second largest amount guaranteed in one year 
and brought the cumulative program total to 
$62.5 billion. Of this total, $59.7 billion were in 
single-family securities, $2.2 billion in project 
and construction loan securities, and $567 
million in mobile home securities. 


Reflecting an extremely active secondary 
market, $37.6 billion of securities were 
transferred among holders of record during the 
year; and GNMA dealers report that several 
times this amount are bought and sold in the 
secondary market without formal re-registration. 


The number of active issuers at the end of the 
fiscal year was 718, up 88 from the previous 
year. 


Program Improvement 


The year brought a number of new initiatives 
aimed at improving the management and 
financial soundness of the Mortgage-Backed 
Securities Program. 


Special attention was given to program 
regulations which affect the eligibility of lenders 
to participate in the program and which specify 
acceptable issuer conduct and performance. 


The most significant program initiative was the 
action taken toward raising the capital 
requirements for issuers of securities. 
Participants are required to satisfy certain 
minimum standards in order to be approved as a 
GNMaA securities issuer. The minimum net 
worth since the inception of the program has 
been set at $100,000 and increased to a 
maximum amount, usually $250,000, depending 
on the type and amount of securities issued. Once 
an issuer reached this maximum, it could issue an 
unlimited amount of securities. 


It seemed illogical to permit the unlimited 
issuance of securities by a mortgage lender when 
its limited internal capital might be insufficient to 
use or borrow against in order to make advances 
to the mortgage pools if home buyers’ payments 
were delinquent. Consequently, under new 
regulations to be implemented in 1979, the 
capital requirements (net worth) will rise in 
relation to the type and amount of securities 
issued or proposed to be issued. The new 
requirements are intended to help assure that 
issuers have financial resources commensurate 
with their obligations under the MBS program. 


A problem of continuing concern to GNMA has 
been the reports of occasional trading abuses, 
especially in the unregulated forward delivery 
markets for GNMA securities. In an attempt to 
address this problem of regulation, GNMA 
contracted with a consulting firm, R. Shriver 
Associates of Parsippany, New Jersey, to explore 
alternative approaches to assuring that GNMA 
securities are marketed and traded in a sound 
manner. GNMA will use the results of this 
report to consider appropriate further steps in this 
area. 


This year also marked the expansion of trading in 
futures contracts for GNMA securities. On 
September 12, 1978, the new Amex 
Commodities Exchange (ACE) opened in New 
York. This expands the marketplace established 
by the Chicago Board of Trade (CBOT) which 
has traded GNMA futures contracts for the past 
three years. Trading of futures contracts on the 
ACE and CBOT is federally regulated and 
standardized, unlike trading in the informal 
forward delivery markets. 


The existence of aGNMA futures market has 
provided mortgage lenders and institutional 
investors protection for their current and 
anticipated inventories and cash positions from 
interest rate changes. At the same time, this 
market affords those with risk capital the 
opportunity to speculate on the same interest rate 
movements. GNMA believes that the continued 
growth of the regulated futures markets will have 
a beneficial effect on the Mortgage-Backed 
Securities Program. 
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Future Plans 


A new concept in mortgage financing has been 
developed by HUD in the form of the Graduated 
Payment Mortgage (GPM). The GPM program is 
designed to assist families with good prospects 
for income growth to purchase a home sooner by 
reducing their monthly mortgage payments 
during the early years of the loan. Under the 
program, a borrower’s initial payments would 
not include principal and may not include the 
entire interest amount. These payments, 
however, would rise annually at a predetermined 
rate for either five years or ten years, at which 
time the mortgage would become a level 
payment loan. 


The current activity and expected growth of the 
GPM program shows the new mortgage to be 
highly attractive to home buyers and clearly 
helps them achieve homeownership earlier than 
otherwise would be possible. To increase the 
marketability of GPM loans, and to help keep 
their effective interest cost at reasonable levels, 
GNMaA is developing a program that will 
accommodate the GPM activity. Under the 
proposed program, only GPM’s on which 
payments rise during the first five years of the 
loan will be placed in the mortgage pools which 
will back these securities. Most other design 
characteristics of this security are based on the 
present GNMA single-family mortgage-backed 
security. The one significant exception to this 
will be the cash flow to security holders. Under 
the present single-family program, monthly 
payments to security holders are generally 
constant, increasing only as the result of 
mortgage prepayments or terminations. With the 
proposed GPM security, holders will receive 
somewhat lower monthly payments during the 
early life of the security (prepayments and 
terminations also to be passed through) with the 
initial smaller cash flow made up by higher 
monthly payments as the mortgages mature. 





File rh % ; : 
Nig 





Types of Loans Included in 
Mortgage-Backed Securities Guaranteed by GNMA 


1978 vs. 1977 


Dollar Volume 


FHA Mobile Home Loans 
VA Mobile Home Loans 
FHA Project Loans 

FHA Single-Family Loans 
VA Single-Family Loans 
FHA Construction Loans 
Total 


Number of Loans 


FHA Mobile Home Loans 
VA Mobile Home Loans 
FHA Project Loans 

FHA Single-Family Loans 
VA Single-Family Loans 
FHA Construction Loans 
Total Loans 


Twelve Months Ending 


9/30/78 


$ 206,744,863 
38,043 341 
344,590,022 
6,062 ,864,637 

8 423,509,617 
118,388,100 

$ 15,194,140,580 


LO; 1/9 
385 

88 
2377303 
291,276 


17 
539,308 


Distribution by Pool Type Since Inception of Program 


Pool Type 


Single-Family 


Serial Notes 


Mobile Homes 
Project Loans 
Construction Loans 


Total 


No. Pools 


as opie 
26 

657 
13 

85 


24,502 


Amount 
(000) 


$59,104,210 
129,283 
566,887 
1,644,922 
488,825 


$61,934,127 


Twelve Months Ending 


9/30/77 


126,490,512 
4,686,886 
340,519,137 

7 367,592,144 
9,067 ,044,610 
112,806,900 

$ 17,019,140,189 


14,136 
2,671 
90 
167,650 
233,254 


8 
417,809 


Percent of 
all Pools 


95.45% 
.20 
2 

2.65 
718 


100.00% 











Who Owns 
GNMA 


Mortgage- 
Backed 
Securities? 
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Corporations and Partnerships 
Individuals 

Trusts 

Estates 

Investment Management Accounts 
Pension Trusts 

Corporate Trust Accounts 
Individual Retirement Accounts 
Keogh Plans 

Legal and Common Trust Funds 
Foreign Trusts 

Foreign Individuals 

Profit Sharing Plans 

Charitable Trusts and Foundations 
Endowment Funds 

Safekeeping or Custody Accounts 
Insurance Companies 








Special Assistance 
Functions 


In addition to the Mortgage-Backed Securities 
program, GNMA has also continued its more 
traditional form of support for the mortgage 
market — its Special Assistance, or **tandem,”’ 
programs. These programs provide financing for 
selected types of FHA-insured and VA- 
guaranteed mortgages as a means of stimulating 
residential mortgage lending and building 
activities. 

The term “‘tandem’’ originated in 1970 with the 
implementation of various arrangements between 
GNMaA and the Federal National Mortgage 
Association (FNMA) under which GNMA would 
issue a commitment to purchase mortgages and 
then transfer the commitment to FNMA. FNMA 
would purchase the loans when delivered, with 
GNMA making up any difference between 
FNMA’s price for the loans and the preferential 
price GNMA had offered in its commitment. 
Although commitments are no longer transferred 
to FNMA in this manner, the term *“‘tandem”’ has 
remained. Generally, it refers to programs under 
which GNMaA issues commitments to purchase 
below-market interest rate mortgages at 
favorable prices and subsequently sells the loans 
it has bought to private investors. This process 
significantly limits the Federal outlays for the 
program, permits a rollover of GNMA funds and 
strengthens the secondary mortgage market. 


New commitment activity during fiscal 1978 
involved three types of project mortgages -FHA- 
insured projects assisted under Section 8, FHA- 
insured unsubsidized project mortgages under a 
Targeted Tandem program for distressed urban 
areas (which was implemented for the first time 
in 1978), and housing projects being processed as 
‘“bona fide’’ commitments under the Section 236 
and Rent Supplement programs. 


Section 8 


GNMaA announced in January 1978 the release of 
$1.5 billion in tandem assistance for the issuance 
of mortgage purchase commitments on FHA- 


insured Section 8 assisted projects. Mortgage 
purchase commitment funds for the fiscal year 
became available in February 1978. The funds 
committed were sufficient to support the 
production of more than 50,200 new and 
substantially rehabilitated housing units for low- 
and moderate-income families assisted under 
Section 8. 


Targeted Tandem 


In February 1978, GNMA announced that it 
would implement a Targeted Tandem program. 
Under the Targeted Tandem program, 
commitments for below-market interest rate 
mortgages were made available for multifamily 
housing to be located in cities and urban counties 
experiencing physical and economic distress. 
The basic thrust of the program Is to leverage 
private financial involvement in urban 
revitalization efforts. 


The cities and urban counties that qualified as 
eligible locations for Targeted Tandem projects 
were those which met the basic eligibility criteria 
for the Urban Development Action Grant 
program. Targeted Tandem is one of several 
tools being provided by the Department of 
Housing and Urban Development in its efforts to 
assist these distressed areas. 

Approximately 17,000 units will be assisted with 
the Fiscal Year 1978 program funds. 


Mortgage Purchase and Sales Activity 


During Fiscal Year 1978, GNMA purchased 
$1.1 billion in mortgages, providing financing 
for more than 54,800 multifamily housing units. 
The commitments to purchase these mortgages 
had been issued in prior years. Sales amounted to 
$937 million during Fiscal Year 1978. 


GNMA’s policy is to hold purchased mortgages 
in inventory until such time as they can be 
disposed of without adversely affecting the 
mortgage market and at a minimal loss to the 
government. GNMA’s primary sales method has 
been public auction. Approximately one month 
prior to each auction, GNMA publishes an 
auction announcement which lists the loans being 
offered and explains the procedures for 
participating in the auction. 
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Management and 
Liquidation 
Function 


GNMA manages and liquidates a portfclio of 
mortgages, formerly held by FNMA, for the 
account of the U.S. Government. No sales from 
the portfolio were made during Fiscal Year 1978. 
At the beginning of Fiscal Year 1978, the 
GNMaA portfolio under the Management and 
Liquidation (M&L) account consisted of 
approximately 50,206 single-family home 
mortgages and 63 multifamily project mortgages, 
at various interest rates and terms. Through 
liquidations which occurred during Fiscal Year 
1978, the M&L portfolio was reduced to 
approximately $228 million by the end of the 
fiscal year. 

GNMaA also has fiduciary responsibility for the 
administration of participations in its own 
mortgages and in mortgages or obligations of 
certain other Federal agencies. At the end of the 
fiscal year, outstanding participation certificates 
totaled $3.2 billion — down from the $9.6 billion 
which were originally issued and the $3.8 billion 
that were outstanding at the beginning of the 
fiscal year. 
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GNMA Mortgage 
Commitments-Purchases-Sales 
October 1, 1977 Through September 30, 1978 


(dollars in thousands) 


Commitments: Units 


Program 17 1,457 
Program 21* ae 
Program 23A* 
Program 23B* 


Program 25 50,263 
Program 27 18,974 
70,694 
Purchases: 
Program 17 4,308 
Program 21 3,142 
Program 23 47,385 
54,835 
Sales: 
Single-Family 18,662 
Multifamily 12,447 
Conventional 3,408 
34,517 


*Note: No additional units committed for in Fiscal Year 1978. Figures in amount 


Amount 


$ 44,254 
2,833 

PRET kh 
116,860 
1,262,359 
S29 etl 


$1,958,298 


$ 98,724 
65,735 


JJ sVe 


$1,117,491 


$ 602,789 
220,310 
114,221 


$ 937,320 


column refer to increases in dollar amounts of outstanding commitments. 


Government 
National 
Mortgage 
Association 


Financial Highlights 
(in thousands) 


Special Assistance Functions/ 
Emergency Mortgage Purchase Assistance 


Commitments issued: 
FHA/VA Tandem Plans 
Conventional Tandem Plans 
Other 

Total 


Mortgages purchased: 
FHA/VA Tandem Plans 
Conventional Tandem Plans 
Other 

Total 


Mortgage Sales and Repayments 
Mortgage Portfolio at End of Year 


Mortgage-Backed Securities Program 
Guarantees Issued: 

Bond-type 

Pass-through 
Issues Outstanding: 


Bond-type 
Pass-through 


Management and Liquidation Functions 


Repayments and other liquidations 
Mortgage Portfolio at End of Year 


Participation Sale Certificates 


Retired 
Outstanding at End of Year 


September 30 
1978 


1,958,298 
Wik 
aye 

1,958,298 


1,117,491 
ayy, 
atye 

1,117,491 


1,114,432 
353263156 


-O 


$ 15,194,141 


15223367] 


51,740,300 


602,000 
3,166,000 


$ 


1,926,452 
ays 
-(0- 

1,926,452 


528,228 
399,288 
a 


927,516 


$ 17,019,140 


$ 


1,268,883 


41 ,663 ,000 


47,558 
269,854 


377,000 
3,768 ,000 








Government 
National 
Mortgage 
Association 


Statement of Changes in Financial Position 


(in thousands) 


Funds Provided: 


Income from operations 

Mortgage liquidations 

Appropriations for participation 
certificate insufficiencies 

Borrowings from the U.S. Treasury 

Net changes in other assets and 
liabilities 

Adjustment applicable to prior year 

Total Funds Provided 


Funds Applied: 


Expense of operations 

Mortgages purchased 

Repayment of borrowings to 
U.S. Treasury 

Investments at cost plus unmatured 
net earnings 

Principal transferred to Trusts 

Adjustments applicable to prior year 

Total Funds Applied 
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For the Year Ended September 30 


1978 


$ 262,000 
1,155,800 


7,400 
1,103,200 


18,900 
100 


$2,547,400 


$ 536,900 
1,117,500 


763,300 
41,600 


84,800 
3,300 


$2,547,400 


| ea | 


$ 282,600 
eye 


7,600 
842,800 


(25,400) 
(- 


$3,504,800 


$ 634,800 
927,500 


1 842,300 
21,900 


78,300 
ree 


$3,504,800 ' 


Government 

National 

Mortgage 

Association 

Combined Statement of Operations and Retained Earnings 


(in thousands) 


For the Year Ended September 30 
1978 1977 


Revenues: 


Interest income 214,200 $ 249,200 
Mortgage-Backed Securities fees 36,400 28,000 
Commitment and other loan fees 10,500 3,300 
Other income 900 2,100 
Total 262,000 282,600 


Costs and Expenses: 


Interest expenses . $ 424,300 > 452,000 
Tandem plan costs 97,200 166,800 
Fees for servicing mortgages 4, 7,100 
Mortgage-Backed Securities costs ; 1,900 
Administrative and other expenses 7,000 
Total $ 536,900 $ 634,800 


Loss from operations $ (274,900) $ (352,200) 
Retained earnings (deficit) 

Beginning of year (1,980,600) (1,628,400) 
Retained earnings (deficit) 

End of year $(2,255,500) $(1,980,600) 








GOVERNMENT 
NATIONAL 
MORTGAGE 
ASSOCIATION 


Combined Balance Sheet 


(in thousands ) 


Assets 


Net investment in loans and 
advances 
Cash and government securities 
Accrued interest and other 
receivables 
Assets acquired through liquidations 
and claims against HUD/FHA and VA 
Trust deposits for interest payments on 
participation certificates 
Total Assets 


Liabilities and Investment of 
U.S. Government 


Liabilities: 


Accounts payable and accrued 
liabilities 

Trust and deposit liabilities 

Total Liabilities 


Investment of U.S. Government: 
Notes payable to U.S. Treasury 
Retained earnings (deficit) 


Appropriated funds 


Total investment of 
U.S. Government 


Total liabilities and 


investment of 
U.S. Government 
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September 30 


1978 


$ 2,944,300 
166,800 


35,600 


6,000 


94,200 


$ 3,246,900 


$ 106,000 
85,400 


$ 191,400 


$ 5,247,700 
(2,255,500) 
63,300 


$ 3,055,500 


$ 3,246,900 


1 a a 


$ 2,920,200 
113,900 


26,800 
8,700 


89,200 


$ 3,158,800 


$ 98,100 
74,300 
$ 172,400 


$ 4,907,800 
(1,980,600) 
59,200 


$ 2,986,400 


$ 3,158,800 








U.S. Department of Housing and 
Urban Development 


Patricia Roberts Harris 
Secretary, 


Government National Mortgage 
Association 


Officers 


John H. Dalton 
President, 


James R. Kozuch 
Vice President, Mortgage Finance 


Warren Lasko 
Vice President, Office of Mortgage-Backed 
Securities 


Fred Taylor 
Executive Assistant to the President 


Dale Riordan 
Special Assistant to the President 
Office of Corporate Planning 


Albert J. Fulner, Jr. 
Controller 


Vilmer Nelson 
Secretary 


All photographs of residences appearing in 
this Report are of structures assisted under 
the GNMA Mortgage-Backed Securities 
Program. 
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